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General Mills in 1978 celebrates a 50-year his¬ 
tory. With its family of fine companies, it has 
a business heritage of more than a century. 
But its focus is on the future as it continues to 
grow by serving consumers worldwide. 


The annual meeting of the stockholders of 
General Mills, Inc., will be held at 2:00 p.m., 
Central Daylight Time, September 25,1978, at 
Golden Valley (Minneapolis), Minn. The Notice 
of Annual Meeting of Stockholders and Proxy 
Statement is being mailed to reach stockhold¬ 
ers on or about August 28, 1978. 
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How the Sales Dollar 
Was Divided 


SB 



The Year in Brief (Dollar Amounts, Except Fiscal Year Ended May 28, May 29, Increase 


Per Share, In Millions) 1978 1977 


Sales. 

. $3,243.0 

2,782.8 

16.5% 

Earnings from continuing operations. 

. $ 

128.8 

111.4 

15.6% 

Earnings from continuing operations per dollar of sales. 


4.00 

4.00 


Net earnings. 

Earnings per common share and common 

. $ 

135.8 

117.0 

16.1% 

share equivalent: 





From continuing operations. 

. $ 

2.58 

2.25 

14.7% 

Net earnings. 

. $ 

2.72 

2.36 

15.3% 

Dividends per common share. 

. $ 

.97 

.79 

22.8% 

Shareholders’ equity. 

.$ 

815.1 

724.9 

12.4% 

Return on average equity. 


17.6% 

17.1% 


Gross capital expenditures — continuing operations ... 

. $ 

138.7 

112.3 

23.5% 


1977 amounts are restated to reflect the disposition of General Mills’ chemical operations. 
See Note 12 on page 42. 

Data should be read in conjunction with the financial statements on pages 31-45. 
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To Our Stockholders 
and Employees 



A Record Year 


Operating 

Highlights 


Fiscal 1978, General Mills’ 50th year of growth 
and service, was a year of significant progress. 
The results on the opposite page show a 
strength and vitality that enable us to report 
the 12th successive year of sales increase and 
the 16th consecutive year of gain in earnings 
before extraordinary items. The rates of in¬ 
crease in earnings per share slightly exceed 
the 14.3 percent compounded annual rate of 
gain for continuing operations and 14.2 per¬ 
cent for net earnings in the five years since 
fiscal 1973. Return on average shareholders’ 
equity reached a record 17.6 percent. Divi¬ 
dends per share grew 22.8 percent, marking a 
14th straight year of increase. 

During the past year, we also took significant 
steps to advance long-term prospects. Record 
expenditures included increases of 23.5 
percent for new plant and equipment, 18.2 
percent for research and 17.3 percent in ad¬ 
vertising media. These expenditures expanded 
capacity for internal growth of existing busi¬ 
nesses, supported an aggressive program of 
new product introductions and improved 
General Mills’ position in virtually every major 
market in which the company competes. Most 
of these investments were financed internally 
as the company finished the year in the strong¬ 
est financial position in over a decade. 

The company’s performance reflects the out¬ 
standing contributions of General Mills’ 66,574 
employees and the strong support of whole¬ 
sale and retail customers, our suppliers and 
the ultimate consumer. 

Economic conditions were mixed during fiscal 
1978. The overall domestic economy grew four 
percent, enabling the nation’s employment to 
rise by 3.8 million jobs. Inflation, however, as 
measured by the Consumer Price Index, aver¬ 
aged seven percent, slightly less than the 
growth in consumer disposable income but 
higher than the 6.7 percent increase in the 
previous 12 months. Food inflation was meas¬ 
ured at 9.7 percent. Higher government sup¬ 
port, loan and reserve programs contributed 
to escalating commodity costs, and changes 
in the Federal Minimum Wage Law and Social 
Security increase affected wage costs. Most 
foreign economies were less vibrant than the 
U.S. economy, and government price controls 
had a severe impact on certain foreign opera¬ 
tions. Nonetheless, all major segments within 
the company showed growth. 


August 18,1978 

General Mills’ food processing businesses 
reported moderate unit volume gains despite 
flat demand in the total grocery industry and 
in the aggregate of the package foods seg¬ 
ments in which we compete. Supported by 
excellent gains from breakfast products and 
frozen seafoods, food operations exclusive of 
snack products made strong progress and 
exceeded the corporate average in rate of 
operating profit gain. The major area of weak¬ 
ness was snack products where earnings were 
sharply lower. Weak market conditions in the 
United Kingdom and price controls in France 
were the prime causes of snacks’ earnings 
decline. The strong performance of food oper¬ 
ations exclusive of snacks combined with the 
poor snack results to produce a 7.3 percent 
sales gain and a 3.6 percent increase in oper¬ 
ating profits. 

Growth of the company’s restaurant opera¬ 
tions, 47.3 percent in sales and 39.7 percent 
in operating earnings, resulted primarily from 
a net addition of 26 new Red Lobster Inns spe¬ 
cialty seafood restaurants and a full year of 
operations of York Steak House Systems, Inc., 
acquired in April, 1977. York added 17 units 
and had 65 operating in 20 states at year end. 

Crafts, games and toys reported a seventh 
successive year of exceptional gains, 22.1 
percent in sales and 19.7 percent in operating 
earnings, strengthening the company’s world¬ 
wide industry leadership. Both domestic and 
international operations made significant con¬ 
tributions. A broad line of exciting new prod¬ 
ucts, including an expanded line based on 
characters from the movie, STAR WARS, has 
been in great demand and promises strong 
growth in fiscal 1979. 

Gains of 32.3 percent in sales and 32.2 percent 
in operating earnings for apparel, accessories, 
specialty retailing and other consumer prod¬ 
ucts and services reflect continuing progress 
by jewelry lines, excellent gains by apparel 
and an earnings recovery by furniture opera¬ 
tions. Specialty retailing results were mixed. 

In the aggregate, more than half the sales gain 
resulted from volume increases, including the 
benefits of new investments. Operating profits 
grew 13.7 percent and reached $315.6 million. 
Profits per sales dollar held firm at 4.0 cents. 
The effective tax rate declined from 49.1 to 
47.5 percent, due largely to improved foreign 
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Corporate 

Development 


Management 


Future Outlook 


currency experience and larger investment tax 
credits. 


and earnings in fiscal 1979 with strongest 
year-to-year gain in the second quarter. 


In line with our strategic emphasis on con¬ 
sumer products and services, General Mills 
Chemicals, Inc., was sold in August, 1977, 
resulting in a 10-cent per share gain on sale 
of the assets. The acquisition of Ship ’n Shore, 
Inc., the leading domestic manufacturer of 
women’s shirts and blouses, was completed 
in September, 1977. The following month, we 
acquired the rights to manufacture and market 
Yoplait yogurt in the United States, expanding 
the company’s strategic base in the grocery 
store to the dairy case. 

Since publication of the last annual report, we 
have made several key changes in corporate 
management to provide continued leadership. 
Bernard Loomis, formerly President of Kenner 
Products, was elected a Group Vice President 
responsible for our worldwide craft, game and 
toy operations. James G. Fifield was elected a 
Group Vice President, Consumer Foods, with 
primary responsibility for developing partici¬ 
pation in new grocery store categories. A num¬ 
ber of other managers assumed additional 
responsibilities as we continued to give high 
priority to organizational structure and to the 
development of management personnel. 

Two new directors, Dr. Betsy Ancker-Johnson, 
Associate Laboratory Director for Physical 
Research with Argonne National Laboratory, 
and Richard M. Bressler, Senior Vice Presi¬ 
dent of Atlantic Richfield Company, joined 
your Board during the year. 

We wish to express our appreciation to Charles 
H. Bell, Thomas M. Crosby and Charles F. 
Phillips, who retired from the Board of Direc¬ 
tors following service of 30,18 and eight years 
respectively. We were deeply saddened by the 
death of Milton Perlmutter, a member of your 
Board since September, 1976. The expertise 
and dedication these men brought to the cor¬ 
poration will be greatly missed. 

As General Mills enters its second half century 
of operation, we remain confident about our 
future. We are naturally concerned with con¬ 
tinued inflationary pressures and see the pos¬ 
sibility of a slowdown in the rate of growth for 
our domestic economy. We are confident, how¬ 
ever, that we will adjust successfully to these 
problems and meet our goals of record sales 


Our basic strategy remains unchanged. Gen¬ 
eral Mills is committed to leadership in the 
marketing of consumer goods and services. 
We shall achieve this goal through internal 
growth in our existing industry areas. To sup¬ 
port these efforts, we are planning a 20 per¬ 
cent increase in gross capital expenditures to 
the $165 million range. We will allocate about 
50 percent of this amount for food processing, 
25 percent for restaurant activities and 25 per¬ 
cent for our other consumer businesses and 
corporate items. All of these expenditures will 
be financed internally. 

For our shareholders, our objective will be to 
maximize the long-term return on their invest¬ 
ment and to maintain a return on average 
stockholders’ equity of at least 17 percent. 
This target will yield above-average growth in 
earnings per share and provide the cash flow 
to finance most of our growth requirements. 
We plan to maintain regular dividend increases 
at least equal to the long-term rate of increase 
in earnings per share. We are confident that 
results in fiscal 1979 will meet these objectives 
and provide the progress necessary to meet 
the longer-term target of sales reaching the $5 
billion range by fiscal 1982. 



President 
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The date June 20,1978, marked the 50th anni¬ 
versary of the incorporation of General Mills. 
As a special eight-page section elsewhere in 
this report relates, much has changed in the 
ensuing years as the company evolved from 
a commodity-oriented food company to a cor¬ 
poration emphasizing balanced diversification 
through the marketing of consumer goods and 
services. Resultsfrom this evolution in strategy 
have been excellent. 

General Mills’ sales grew 16.5 percent in 
reaching $3,243 billion in fiscal 1978. This 
compares with a five-year growth rate of 15.3 
percent and a rate of gain since 1968 of 17.1 
percent. 

Earnings from continuing operations, which 
grew 15.6 percent in reaching $128.8 million 
in fiscal 1978, have also grown rapidly over 
the years, recording a gain of 15.7 percent 
compounded annually for the past five years 
and 15.8 percent for 10 years. 

Earnings per share from continuing operations 
of $2.58 represent growth of 14.7 percent com¬ 
pared with the prior year. The growth rate for 
the most recent five years is 14.3 percent and 
for the past 10 years 12.7 percent compounded 
annually. 

During the most recent five years, the greatest 
period of growth in General Mills’ history, the 
company has invested $750 million in devel¬ 
oping the business, including the market value 
of shares issued for acquisitions. This in¬ 
cluded $511 million for new fixed assets, $115 
million for research and development and $104 
million for acquisitions within existing busi¬ 
ness areas. Another $20 million in acquisitions 
has been spent for probes into other industry 
areas such as travel and furniture. 

Sales from continuing operations have grown 
$1.7 billion since fiscal 1973, and that growth 
has been well balanced. Approximately 41 
percent has come from new products and 
services developed internally, and another 15 
percent has come from acquisitions. More 
than 18 percent of the sales increase has 
resulted from expansion of restaurants and 
specialty stores. Growth of other established 
businesses accounts for the remaining 26 
percent. 

As it begins its second 50 years, General Mills 
is strongly positioned in each of the major in¬ 
dustries in which it competes. The emphasis 


continues on internal growth combined with 
some acquisitions in existing strategic areas. 

During fiscal 1978, emphasis was placed on 
efforts to gain market share and on expansion 
of existing businesses to sustain current earn¬ 
ings momentum. Concurrently, the company 
absorbed significant development expenses 
associated with both new product efforts and 
geographical expansion of newer retailing op¬ 
erations to assure long-term growth potential. 
These efforts were supported by record gross 
investments for new fixed assets, advertising 
media and research. New acquisitions were 
designed to strengthen the company’s strate¬ 
gic position in existing market areas. 

In the food processing area, which represents 
57.4 percent of General Mills’ sales and 53.5 
percent of operating profits, the company 
strengthened its position in the major seg¬ 
ments of its domestic grocery store business. 
The grocery store market, with sales in excess 
of $150 billion annually, is the company’s most 
important single market. Progress was made 
in extending the strategic base beyond dry 
groceries and frozen foods into the dairy and 
produce areas. 


Sales 

(Billions of Dollars) 

■ Continuing Operations 

■ Discontinued Specialty Chemicals Operations 



1974 1975 1976 1977 1978 


General Mills entered the dairy segment, 
accounting for approximately six percent of 
retail grocery sales, by acquiring in October, 
1977, the rights to manufacture and market 
Yoplait yogurt in the United States. The agree¬ 
ment is with Sodima, a large French dairy co¬ 
operative, which brought Yoplait to the United 














6 


States in 1975, and its two small licensees, 
which manufactured and marketed Yoplait in 
limited market areas. Refrigerated yogurt had 
calendar 1977 domestic retail grocery sales of 
$600 million and unit sales of approximately 
570 million pounds, having grown at a com¬ 
pound annual rate of 17 percent in units over 
the past seven years. Yoplait is a quality yogurt 
with real fruit pieces mixed throughout the 
product and is the leading brand in France. 

The company also launched a probe in the 
area of produce, a segment accounting for 11 
percent of grocery store sales. A small con¬ 
sumer test of PhytoFarm grown specialty leaf 
lettuces followed five years of research and 
development. In order to provide for an exten¬ 
sive test to determine market potential, con¬ 
struction of a commercial plant will begin 
during fiscal 1979. 

The acquisition of Aroma Taste, Inc., of Sun¬ 
nyvale, Calif., in June, 1978, will accelerate 
expansion of GoodMark meat snacks into na¬ 
tional distribution. Aroma Taste makes Pem- 
mican brand beef jerky, a high quality product 
that is a natural complement to Slim Jim and 
Penrose meat snacks. 

Meals eaten away from home are estimated to 
account for 37 percent of all food purchases 
and are expected to continue good growth. 
General Mills continued expansion and devel¬ 
opment in the family restaurant segment of 
this market. York Steak House family steak 
restaurants, an acquisition of April, 1977, grew 
by 17 units, and efforts to identify a third res¬ 
taurant for future expansion progressed with 
the opening of a first Fennimore’s, a 140-seat 
coffee shop test concept. 

Craft, game and toy activities recorded strong 
gains and now total 15.2 percent of sales 
and 19.9 percent of the company’s operating 
profits. General Mills further strengthened its 
leadership position and potential in the grow¬ 
ing $8.0 billion worldwide toy industry. The 
company negotiated exclusive “galaxy-wide" 
rights for craft, game and toy items based 
upon characters from the movie STAR WARS. 
Two small acquisitions were consummated to 
broaden international toy and domestic col¬ 
lectibles operations. 

The most important development in General 
Mills’ participation in the $45 billion domestic 
markets for apparel and accessories was the 


acquisition in September, 1977, of Ship ’n 
Shore, Inc., the leading manufacturer of 
women’s shirts and blouses, for $35 million 
cash. This acquisition adds excellent lines of 
basic and moderately priced apparel. Ship ’n 
Shore attained sales of $70 million in the peri¬ 
od corresponding to General Mills’ fiscal 1977. 
Later in the year, all of the apparel companies 
were banded together under the name Gen¬ 
eral Mills Apparel Corporation. 

In June, 1978, the Board of Directors approved 
a letter of intent calling for the sale of O-Cel-O 
sponge operations to Carter-Wallace for cash 
and notes. 
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Management 


Since publication of the last annual report, 
several key changes have been made in 
corporate management to provide continued 
leadership. Group Vice Presidents Walter R. 
Barry, Jr., James H. Ruben, Arthur R. Schulze 
and Preston Townley, were elected corporate 
officers and two new Group Vice Presidents 
were elected. They are Bernard Loomis, Pres¬ 
ident of Kenner Products, who assumed 
responsibility for the company’s worldwide 
craft, game and toy operations, and James G. 
Fifield, who is responsible for developing par¬ 
ticipation in new grocery store categories. A 
number of other managers assumed additional 
responsibilities as the company continues to 
give high priority to organization structure and 
to the development of management personnel. 

Joe Mendelsohn, III, who has been Kenner’s 
Senior Executive Vice President, succeeds 
Loomis as President. He was also appointed 
a Vice President of General Mills as was Boyd 
W. Browne, who assumes direction of craft, 
game and toy international operations. In that 
capacity, Browne succeeds Paul J. Curran, 
Vice President, who will become Assistant 
Director of Latin American and New York Ex¬ 
port Operations in the Consumer Foods Group. 
Wesley P. Mann, Jr., President of H. E. Harris 
& Company, Inc., also became General Man¬ 
ager, Collectible Companies; Robert R. Car- 
naroli was named General Manager of Harris. 

Operating management responsibilities in 
fashion areas have been realigned. Norman 
Gatof, President of Monet Jewelers, Inc., was 
appointed a Vice President and given addi¬ 
tional responsibility for development of acces¬ 
sories activities. After the acquisition of Ship 
'n Shore, all of the apparel companies were 
banded together under the new General Mills 
Apparel Corporation with Richard L. Freund- 
lich as President. Freundlich, appointed a 
General Mills Vice President, was President 
of Ship ’n Shore, where he was succeeded in 
that capacity by Jon E. DeLuca, who had been 
Executive Vice President. Richard C. Conrad 
was named President and Chief Operating 
Officer of the Kimberly Division. 

In other operating management changes, 
William DeJonge, previously Executive Vice 
President of The Talbots, was named Presi¬ 
dent. Rudolf Talbot, who with his wife, Nancy, 
founded the company in 1947, became Vice 
Chairman. At Eddie Bauer, Inc., James J. 


Casey, Executive Vice President-Finance, was 
named President. Steven M. Rothschild was 
named President of Yoplait USA, Inc., a new 
Consumer Foods Group subsidiary. Armand 
Vos became General Manager, Smiths Food 
Group S.A. (Belgium). 

New Vice Presidents appointed during the 
year were Harold W. Bock, who became Direc¬ 
tor of Corporate Analysis; Richard C. Edgley, 
Group Controller for Specialty Retailing, Res¬ 
taurants and Furniture; David Kelby, Director 
of Corporate Growth; and Austin P. Sullivan, 
Corporate Director of Governmental Relations. 
John L. Holahan, Vice President, Senior Con¬ 
sultant to the Technical Director, retired. F. 
William Graham, Group Vice President, Fash¬ 
ion Group, resigned to pursue other interests. 

The past year also saw the retirement of three 
members of the Board of Directors: Charles 
H. Bell, Thomas M. Crosby and Dr. Charles F. 
Phillips. The retirement of Bell and Crosby 
marks the end of an era. It is the first time in 
over 100 years that a member of the Crosby 
family has not been a manager or Director of 
General Mills or a predecessor. The Bell fam¬ 
ily has been active for some 80 years, and was 
responsible for the founding and early direc¬ 
tion of the company. In tribute to Bell’s years 
of service, including 10 years as President and 
six years as Chairman of the Board, the new 
wing on the Minneapolis General Offices will 
be named the Charles H. Bell Tower. Dr. Phil¬ 
lips became a General Mills Board member in 
1970. The untimely death of Board member 
Milton Perlmutter in March was a great loss. 
He was one of the truly outstanding leaders in 
America’s retail food industry and a man of 
both keen intellect and great personal charm. 
Two new Board members were elected during 
the year: Dr. Betsy Ancker-Johnson, Associate 
Laboratory Director for Physical Research with 
Argonne National Laboratory, and Richard M. 
Bressler, Senior Vice President of Atlantic 
Richfield Company and President of ARCO 
Chemical Company. 

General Mills was also saddened during the 
year by the deaths of Marylee Duehring and 
Michael Chernow. Duehring had been Vice 
President and Director of the Betty Crocker 
Kitchens since 1973. Chernow, founder, with 
his late brother, Jay, of Monet Jewelers, Inc., 
and predecessor companies, was Chairman of 
Monet at the time of his death. 
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Food Processing 





Through its history, General Mills has been known 
as a producer of fine foods. Some of the com¬ 
pany’s products have been familiar for a half 
century or more. 




1 . 

2. 

3. 

4. 

5. 

6. 

7. 


1. Gold Medal flour 

2. Bisquick mix 

3. Hamburger Helper 
dinner mix 

4. Potato Buds/Betty 
Crocker au gratin potatoes 

5. Food Service mix 

6. Big G cereals 

7. Betty Crocker cake mixes 
and frosting 



New products continuously expand the General 

i. 

2. 

3. 

4. 

5. 

Mills family of foods. Recently, these have included 







frozen pizza and seafood, yogurt and new lines of 
package foods. 


1. Yoplait yogurt 

2. Mug-O-Lunch mix 

3. Nature Valley granola bars 

4. Saluto French bread pizza 

5. Gorton’s batter fried fish 
portions 
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General Mills’ food processing businesses 
reported moderate unit volume gains despite 
flat demand in the total grocery industry and 
in the aggregate of the package food segments 
in which we compete. Supported by excellent 
gains from breakfast products and frozen 
seafoods, food operations exclusive of snack 
products made strong progress and exceeded 
the corporate average in rate of operating 
profit gain. The major area of weakness was 


snack products where earnings were sharply 
lower. Weak market conditions in the United 
Kingdom and price controls in France were 
the prime causes of snacks’ earnings decline. 
The strong performance of food operations 
exclusive of snacks combined with the poor 
snack results to produce a 7.3 percent sales 
gain to $1.86 billion and a 3.6 percent increase 
in operating profits to $169.0 million. 


Breakfast and 
Snack Products 


Sales of breakfast and snack products reached 
$826.5 million, an increase of 11.6 percent 
versus the previous year. 

Big G breakfast products achieved record 
high unit volumes for the seventh consecutive 
year, led by several major established cereal 
brands and continued growth of new products. 
Total cereal reached a new high, capitaliz¬ 
ing on the growing importance to consumers 
of starting the day with good nutrition. Lucky 
Charms helped lead presweetened cereal vol¬ 
ume growth, which was sparked by a strong 
STAR WARS promotion involving General 
Mills’craft, game and toy operations. Cheerios, 
reflecting its position as the nation’s leading 
cereal with children, expanded an extra-large 
20 oz. size into most of the U.S. Wheaties, now 
in its 54th year, improved its market position 
as spokesman Bruce Jenner, Olympic Gold 
Medalist, continued to promote the brand’s 
physical fitness programs. Following success¬ 
ful start-up of an additional new production 
system, Golden Grahams showed strong 


growth as it achieved full national distribution 
and introduced a second, large size. 

In the new product area, Crazy Cow, a unique 
new children’s cereal that adds either choco¬ 
late or strawberry flavor to milk, was intro¬ 
duced nationally in June, 1977. New products 
entering test markets include Crispy Wheats 
’n Raisins, a fortified ready-to-eat cereal with 
raisins, and Bran Plus, a first entry into the 
rapidly growing bran/fiber market segment. 

In total, Big G brands gained in share of the 
ready-to-eat cereal market with consumer unit 
volume rising nearly two percent. As expected, 
the total market for cereals stabilized in 1978 
after achieving phenomenal growth of nearly 
60 percent since 1971. 

New capacity also came on stream to handle 
the continued growth of Nature Valley granola 
bars, which also attained record volume while 
remaining the largest brand in the growing 
new market segment of specialty portable 
foods. Additional capital was approved during 



Snack products by the General Mills family of fine 

1 . 

2. 

3. 

4. 

5. 

companies bring eating pleasure to people in the 







United States and Europe. 


1. 

2 . 

3. 

4. 


5 . 


16 16 


BN BN 

to 


16 16 
BN BN 

Si i 


Tom’s potato chips/Tom’s 
toasted peanuts 
Slim Jim meat snacks 
Super Bubble gum 
Smiths chips (Holland)/ 
Big D roasted salted 
peanuts (U.K.) 

Biscuiterie Nantaise 
biscuites fourr6s 
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the year to enable future expansion of this 
unique product into vending machines and 
non-grocery outlets. 

In the domestic snack market, Tom’s Foods 
finished the year with strong trends following 
a slow summer start. Tom’s distributors pur¬ 
chased 10,000 vending machines, the largest 
number ever in a single year, and Tom’s con¬ 
venience store distribution program expanded 
and now reaches nearly 6,000 units. DELIMAT- 
IC, a refreshment service concept providing 
snacks, soft drinks and coffee vending to mid¬ 
size office locations, expanded to Houston. 
At year end, Tom’s began introduction of a line 
of fortified granola and natural products de¬ 
signed for school accounts. Acceptance by the 
schools has been excellent thus far. 

Competitive new product entries, heavy tele¬ 
vision advertising and changing distribution 
patterns to larger outlets have halted growth 
of The Donruss Company’s bubble gum lines. 
To counter these trends, Donruss introduced 
Super Soft bubble gum into six test markets 
with good initial reception. This test effort is 
being supported by television advertising, a 
first for Donruss. 

GoodMark Foods’ snacks achieved excellent 
unit growth. Slim Jim handipaks, the meat 
snack products positioned for supermarket 
distribution, completed the year with a one- 
third increase in volume. However, after five 
years of earnings growth, sharp increases in 
the cost of meat hurt margins and resulted in 
substantially reduced earnings. 

Overall earnings from General Mills’ European 
food businesses, which account for about 45 
percent of the company’s international sales, 
were significantly lower compared to the prior 
year. This resulted largely from a sharp down¬ 
turn in the United Kingdom and margin diffi¬ 


culties caused by government price controls 
in France. 

A decline in the U.K. snacks market stemmed 
largely from consumer resistance to increased 
selling prices which had jumped 40 percent 
in six months just prior to the start of the year 
because of rapidly rising raw material costs 
and other inflationary factors. Adverse sum¬ 
mer weather did nothing to help, and Smiths 
U.K. had a disappointing year though Tudor 
Crisps and Big D nuts recorded significant 
gains. Corrective measures have been institut¬ 
ed at Smiths U.K. which should help to bring 
much improved results in fiscal 1979. 

Smiths Holland enjoyed another record year 
to celebrate the 20th anniversary of its forma¬ 
tion, increasing market share and reaffirming 
its innovative leadership with the successful 
launch of Mirakels reconstituted potato chips. 
Smiths Belgium too improved its dominant 
market position, but high selling and distribu¬ 
tion costs trimmed margins. 

An extreme increase in the cost of cocoa pow¬ 
der that could not be recaptured under price 
controls dampened Biscuiterie Nantaise re¬ 
sults in France in spite of strong volume gains. 
In Austria, Zach extended its consistent growth 
performance and consolidated its newfound 
strength in extruded snacks. 

Yoplait, the company’s initial entry into the 
fast-growing, $600 million domestic refriger¬ 
ated yogurt market, made excellent progress. 
Yoplait is a quality yogurt product with unique 
packaging, flavor and consistency. Starting 
from a small base, Yoplait has expanded to 
30 percent of domestic markets in the final 
quarter following a doubling of capacity at the 
Reed City, Mich., production facility. Capacity 
additions are planned in fiscal 1979 to permit 
further distribution gains. 


Mixes, Family Flour, 
Frozen and other 
Consumer Foods 


Sales of mixes, family flour, frozen and other 
consumer foods reached $778.5 million, an 
increase of 5.1 percent over the prior year. 

Betty Crocker dessert products, which include 
layer and specialty cakes, frostings, brownies 
and other desserts, continued share leader¬ 
ship in the $725 million annual retail dessert 
market. Market share was up slightly at about 
40 percent of consumer purchases. Following 
two years of strong marketing efforts that saw 
a 15 percent gain in Betty Crocker volume, 


consumer purchases of the company’s des¬ 
sert lines were about even with the prior year 
in a market that declined about one percent. 

A four-flavor line of Big Batch Cookie mix (six 
dozen cookies per package) was introduced 
nationally in the summer of 1977 and imme¬ 
diately achieved share leadership position. 
The cookie mix market segment doubled in 
sales as a result of the Big Batch introduction 
and promises strong future growth. 
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SuperMoist cake mixes, a major improvement 
of the 18-flavor layer cake mix line, were in¬ 
troduced nationally in March, 1978. Consumer 
acceptance has been excellent. Sales of 
ready-to-spread frostings continue to increase 
in a rapidly growing market segment. Two 
new Lite Frosting Mixes, with 40 percent fewer 
calories than the company’s creamy frosting 
mixes, have been added to the frosting mix 
line to offer consumers a lighter, lower calorie 
frosting alternative. Additional new dessert 
items are being tested. 

Despite a five percent decline in family flour 
market volume as some consumers shifted to 
convenience foods, Gold Medal flour main¬ 
tained its leadership in the $350 million market 
segment. Although wheat markets fluctuated 
throughout the year, the company was able to 
maintain average selling prices below the prior 
year level. 

Bisquick improved its leadership position in 
the baking mix market, increasing its share 
position for the third consecutive year. Bis¬ 
quick retail sales reached a record high in 
the brand’s 47-year history, exceeding the 
prior year by more than three percent. 

Betty Crocker specialty potatoes, including 
scalloped, hash browns and au gratin vari¬ 
eties, continue exceptional growth as volume 
increased 23 percent in fiscal 1978. Primarily 
on the strength of Betty Crocker’s increase, 
the total specialty potato market segment grew 
to a record level while the total dehydrated 
potato market, including Potato Buds instant 
mashed potatoes, held even. 

Hamburger Helper dinner mix achieved re¬ 
newed volume growth on the strength of an 
effective advertising campaign featuring the 
“Helping Hand." Hamburger Helper and Tuna 


Helper maintained their dominant position in 
the $78 million add-meat dinners market aided 
by the successful introduction of a new vari¬ 
ety, beef romanoff. 

Mug-O-Lunch mix, a three-flavor line of hot in¬ 
stant lunch products, completed a successful 
test market with expansion into one-third of the 
country; full national distribution will be com¬ 
pleted by August, 1978. This line, designed to 
satisfy increased demand for quick, convenient 
and tasty lunchtime foods, features spaghetti, 
macaroni & cheese and beef noodle varieties. 

Gorton’s had another excellent year, achieving 
new sales and earnings records. Retail volume 
grew nearly 15 percent, bringing significant 
market share improvement in the $550 million 
frozen seafood segment. Gains by Gorton’s 
expanding line of batter fried products was the 
primary reason for growth although the devel¬ 
opment of new sources of supply and strong 
advertising and sales promotion activity also 
contributed importantly. Gorton’s maintained 
its strong position in the canned clam market 
despite a rapidly changing competitive envi¬ 
ronment and fluctuations in raw material prices 
and availability. 

Saluto Foods Corporation, manufacturer of 
high-quality frozen pizza, recorded volume 
gains of more than 20 percent and achieved 
share gains in the fast-growing $500 million 
frozen pizza market. Introduction of a French 
bread pizza, growth of established lines and 
distribution gains all contributed to growth. 

In Canada, results were excellent. Lancia 
Bravo Division attained good growth in sauces; 
successful new product introduction by the 
Grocery Products Division included Stir ’n 
Frost cake mixes, SuperMoist cake mixes and 
Nature Valley granola bars. 


Commercial Foods 


Sales of commercial foods grew one percent 
to $256.6 million as General Mills’ strength¬ 
ened its position as a growing supplier to the 
food service industry. 

Continued growth of the food service restau¬ 
rant segment contributed to gains for Gorton’s 
overall performance. Flour-based mixes and 
convenience food products continued to ex¬ 
pand in both volume and earnings. Increased 
sales to national food service chains, along 
with wider distribution coverage, were im¬ 
portant factors in maintaining market share 


leadership in most major product categories. 
Flour mill capacity utilization was well above 
the industry average. Changes in the product 
sales mix produced bakery flour earnings con¬ 
sistent with the improved trends evidenced 
over the past several years. Dollar sales were 
significantly lower than the previous year be¬ 
cause of lower per unit selling prices. 
Increased exports of flour and packaged foods 
to world markets resulted in record results 
from this activity. Likewise, the company’s 
Latin American flour mills achieved gains. 
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Restaurant Activities 


SB 



General Mills’ restaurant operations expand with 
the growing away-from-home eating market. York 
Steak Houses have joined Red Lobster restau¬ 
rants in serving happy diners while Hannahan’s 
and Fennimore’s, new in concept, are tested for 
the future. 





1. Red Lobster restaurant 

2. York Steak House 

3. Sign of Hannahan’s 
restaurant 

4. Sign of Fennimore’s 
restaurant 



Where they are today: the map (left) spotlights the 
states in which 236 Red Lobster restaurants now 
serve America. The map at right shows the state- 
homes of 65 York Steak Houses and planned 
additions. 
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Restaurant 
Activities Continue 
Growth Pattern 




The market for meals eaten away from home 
grew an estimated 10 percent to $64 billion in 
calendar 1977, when more than one in every 
three meals was estimated to have been con¬ 
sumed outside the home. 

General Mills’ operations continued their 
strong growth pattern. Sales increased 47.3 
percent and reached $354.9 million; operating 
profits advanced 39.7 percent to $35.9 million. 

Strengthened by the addition of York Steak 
House Systems, Inc., restaurant activities have 
grown more than fivefold in both sales and 
earnings in the past five years and now ac¬ 
count for 10.9 percent of sales and 11.4 per¬ 
cent of total General Mills operating profits. 
In fiscal 1973, restaurant activities accounted 
for 3.4 percent of the company’s sales and 3.9 
percent of operating profits. At the end of that 
year, restaurant activities included 71 com¬ 
pany-operated units. 

Fiscal 1978 progress was attained in spite of 
a challenging operating environment. Severe 
weather reduced away-from-home eating for 
a second successive winter, particularly in De¬ 
cember and January. Food costs spiraled, and 
so did wages with the enactment of the new 
Minimum Wage Law on January 1,1978, which 
established a schedule of increases to take 
effect over a four-year period. The impact on 
fiscal 1978 labor costs was an increase of 
about $2.5 million; in fiscal 1979, the effect of 
the legislated changes since enactment of the 
new Minimum Wage Law will be about $10.0 
million. 

Red Lobster Inns of America specialty seafood 
restaurants, the company’s initial entry into 
the restaurant industry, opened 28 new units 
during the year, bringing total company-owned 
restaurants to 236 units in 32 states. Two units 
were closed, the first during Red Lobster’s 
10 years of operation. Dollar sales per unit 
increased 9.0 percent, reflecting menu price 
changes necessitated by cost increases. Se¬ 
vere weather during the winter months con¬ 
tributed to a slight decline in average weekly 
customers per unit. Over 61,000,000 customers 
were served at Red Lobster Inns during fiscal 
1978. 


York Steak House self-service family steak 
restaurants, acquired in April, 1977, enjoyed 
excellent performance in their first full year as 
part of General Mills. Benefiting from an in¬ 
crease in average customers per unit and the 
opening of 17 new restaurants, York served 
over 21,000,000 customers in fiscal 1978. Most 
of York’s restaurants are located in major re¬ 
gional shopping malls, primarily in the north¬ 
east, north central and midwestern United 
States. 

Anticipated escalation of beef prices will have 
a direct impact on York Steak House opera¬ 
tions in fiscal 1979, but management expects 
that sales and earnings will remain at satisfac¬ 
tory levels. 

Testing of the Hannahan’s self-service fish and 
beef restaurant concept progressed. Two of 
the five Hannahan’s units, all of which are 
located in central Florida, have undergone 
modification to improve their business poten¬ 
tial. This test activity will remain under evalua¬ 
tion during fiscal 1979. 

Fennimore’s, a new restaurant concept with a 
coffee shop format, established a first test unit 
in the suburban Twin Cities in March, 1978. 
The operation is a moderately priced, table- 
service restaurant, featuring breakfast items 
all day, a broad selection of lunch and dinner 
entrees and premium-quality pies. 

The E. H. Thompson Company restaurant and 
fixtures business continues to show steady 
growth, as do the existing five Betty Crocker 
Pie Shops. 

In Central America, significant research and 
development efforts continued toward the 
company’s goal to raise shrimp commercially 
to ensure an adequate supply at reasonable 
prices for the company’s restaurants. 

Fiscal 1979 restaurant expansion will be sup¬ 
ported by a 20 percent increase over the $34.5 
million in gross fixed asset expenditures for 
the previous year. This program will include 
opening 47 new restaurants beyond the 312 
company restaurants that were operating at 
the end of fiscal 1978. Furthermore, plans call 
for expansion or remodeling of approximately 
17 existing Red Lobster Inns units. 
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Crafts, Games and Toys 




Characters from STAR WARS, the spectacular hit 
motion picture, are providing new excitement for 
worldwide lines of crafts, games and toys. General 
Mills has exclusive galaxy-wide rights to the char¬ 
acters for toys and games. 




1 . 

2. 

3. 

4. 

5. 

6. 


7. 

8. 




9. 

10. 


1. Play-Doh modeling 
compound 

2. Riviton construction 
system 

3. Boggle puzzle game 

4. Monopoly trading game 

5. Lionel train 

6. Star Wars characters 

7. Paint-by-Number kit 

8. Spirograph design toy 

9. Star Wars model kit 

10. Give-a-Show projector 



Successful new products are the life blood of 
the craft, game and toy business. Newcomers, like 
these, continuously expand General Mills’ lines. 



1. 

2. 

3. 

4. 

5. 


1. Merlin electronic game 

2. Trail Tracker toy 

3. Nerf basketball 

4. Mini-Wave oven 

5. Baby Wet & Care 
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Crafts, Games 
and Toys 
Strengthen 
Worldwide 
Leadership 


General Mills’ craft, game and toy operations 
strengthened their worldwide industry leader¬ 
ship in both sales and earnings with a seventh 
successive year of strong gains in fiscal 1978. 
Sales increased 22.1 percent and reached 
$492.3 million; operating profits gained 19.7 
percent to $62.7 million. Important contribu¬ 
tions to the progress were reported by both 
domestic and international operations. 

Kenner Products had a strong year. Stretch 
Armstrong and Stretch Monster stretchable 
toys and the Play-Doh Fuzzy Pumper Barber 
Shop led a broad line of successful toys during 
the Christmas season of 1977. Six Million Dol¬ 
lar Man and Bionic Woman sales weakened 
following two years of conspicuous success. 
Product lines based upon the movie, STAR 
WARS, for which Kenner negotiated exclusive 
“galaxy-wide” rights, have experienced ex¬ 
ceptional demand. In addition to their already 
significant contribution to Kenner’s fiscal 1978 
performance, the STAR WARS lines offer 
promise of strong growth in fiscal 1979. Baby 
Wet & Care, The Trail Tracker, Alvin the Aard- 
vark and Mini-Wave Oven are other promising 
items for Christmas, 1978. 

Parker Brothers enjoyed an outstanding year. 
Their classic board games, led by Monopoly, 
continued strong. The Nerf line continued to 
grow and dominates the foam toy market. Code 
Name: Sector, an electronic game, was suc¬ 
cessfully introduced, and the Riviton con¬ 
struction system was an important first year 
success. In early 1978, the Close Encounters 
board game was well received. Prospects for 
fiscal 1979 are enhanced by the development 
of Merlin, an outstanding new electronic game, 
and increased demand for Riviton. The Nerf 
toys, including a new basketball, and Parker 
board games continue to experience favorable 
trends. 

Fundimensions, with a new management team 
in place, made significant progress in both 
sales and earnings. Craft Master poster art 
and MPC model kits benefited from the suc¬ 
cess of STAR WARS items. Power Passers 
road racing sets enjoyed increased demand, 
and the Lionel train category showed growth. 
Promising new items are Power Passers Super 
Crash sets and the mass market oriented 
Workin’ on the Railroad sets by Lionel. 


In the collectibles area, H. E. Harris stamps 
experienced growth in direct consumer activi¬ 
ties, and the STAR WARS stamp kit contributed 
to an increase in the wholesale division. The 
acquisition by Harris of R & R Stamps Inc., the 
leader in the stamp first day cover field, was 
completed in June, 1978, to provide increased 
breadth. Bowers & Ruddy Galleries, a mail¬ 
order and auction rare coin dealer, completed 
major internal changes which resulted in earn¬ 
ings improvement. The collectibles market 
continues strong, and both General Mills’ en¬ 
tries continue to display market leadership in 
their respective fields. 

Internationally, General Mills’ companies con¬ 
tinue to achieve outstanding results with 
excellent product lines and franchised mer¬ 
chandise. The French Group, benefiting from 
strong promotional activities, had an excep¬ 
tional year. Miro games, Meccano toys and 
France Cartes playing cards remain market 
leaders. Clipper of Holland and Deska of Bel¬ 
gium continued to expand their product intro¬ 
ductions in the Benelux countries. In Germany, 
the Parker game line continues to improve its 
share position although initial toy introductions 
did not achieve the desired level of distribu¬ 
tion. STAR WARS toys provide an opportunity 
to achieve distribution gains in the year ahead. 

In the United Kingdom, Palitoy made solid 
improvement in its preschool Discovery Time 
line and the Mainline Railroad. Denys Fisher 
had a more difficult year with a decline in its 
key action figure category, reflecting trade 
concerns over general retail inventory levels. 
Chad Valley, the leading soft toy company, 
was acquired in June, 1978. 

Lili-Ledy of Mexico, which suffered from the 
effects of severe peso devaluations in fiscal 
1977, had its most successful year with a stable 
peso and an improving economy. Lili-Ledy 
remained the industry leader. 

The company’s Canadian operations all had 
excellent years including success with STAR 
WARS related merchandise. Parker also es¬ 
tablished a significant position in the toy and 
preschool areas. 

Toltoys in Australia and New Zealand had an¬ 
other fine year and continued to gain in all 
major categories. 
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Apparel, Accessories, Specialty rjk ^ 

Retailing and Other 



Fashion, in apparel and jewelry for men, women, 
boys and girls, offers pleasure for Americans, 
profitable markets for General Mills. Ship ’n Shore, 
the leading producer of ladies’ shirts and blouses 
in the United States, is the newest member of the 
company’s apparel family. 



1 . 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 


1. Izod Lacoste alligator 
emblem shirt 

2. Foot-Joy golf shoes 

3. Lord Jeff sweater 

4. Ciani precious jewelry 

5. Monet costume jewelry 

6. Haymaker sportswear 

7. Ship ’n Shore blouses 

8. Kimberly sportswear 

9. Inner Visions sportswear 
10. Crystal Sunflowers/Izod 

j.g. Lacoste alligator 
emblem apparel 



General Mills’ specialty retailing operations offer 
consumers an unusual variety of products, ranging 
from fine clothing through creative crafts to out¬ 
door apparel. Wallpapers To Go, with a growing 
family of self-service stores, merchandises flexible 
wall coverings with help for the do-it-yourselfer. 



1 . 

2. 

3. 

4. 

5. 


1. The Talbots women’s wear 

2. LeeWards creative crafts 

3. Eddie Bauer outdoor 
apparel 

4. Wallpapers To Go flexible 
wall coverings 

5. Pennsylvania House 
furniture 
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Apparel, 
Accessories, 
Specialty Retailing 
Make Strong 
Progress 


Sales of apparel, accessories, specialty retail¬ 
ing and other consumer goods and services 
grew 32.3 percent and reached $534.2 mil¬ 
lion; operating profits advanced 32.2 percent 
in reaching $48.0 million. This growth in both 
sales and earnings reflects continuing strong 
progress by jewelry lines, excellent gains by 
apparel operations, including eight months’ 
results of newly acquired Ship ’n Shore, and 
earnings recovery by furniture operations. 
Specialty retailing results were mixed. 

Monet Jewelers maintained its exceptional 
growth rate and continues to be the leader in 
better costume jewelry. Monet experienced 
gains in all its product categories, including 
significant sales increases in chains and white 
jewelry. Production and distribution facilities 
were expanded. 

Benefiting from a new consumer trend, Ciani 
has established itself as a leading resource in 
the precious metal jewelry market, which has 
developed into a new opportunity for depart¬ 
ment and specialty stores. Although intro¬ 
duced only two years ago, Ciani has made a 
major contribution to growth of the company’s 
jewelry sales. 

Demand for General Mills Apparel Corporation 
lines was excellent overall. Women’s sports¬ 
wear was led by continuing growth at Ship ’n 
Shore, where aggressive marketing programs 
brought continuing gains in popular Qiana 
shirts and blouses and a doubling of the new 
sportswear line, Inner Visions. David Crystal’s 
new Equations line and Kimberly’s Avanzara 
line also experienced sales growth. 

Izod and Lord Jeff, the company’s men’s wear 
lines, gained through strong advances in knit¬ 
ted shirts and sweaters. Footwear sales also 
improved as the Foot-Joy golf shoe line con¬ 
tinued as the most popular golf shoe in the 
United States. The children’s wear segment 
had the highest growth percentage, led by the 
ever-expanding popularity of Lacoste emblem¬ 
bearing products sold under the Crystal Sun- 
flowers/lzod, j.g. labels. 

Specialty retailing sales increased 30 percent 
over the prior year, but operating profits 
declined primarily because of higher catalog 
expenses and liquidation of overbought inven¬ 
tories at Eddie Bauer. Customer resistance to 
escalating goose down prices also contrib¬ 
uted to subpar Eddie Bauer performance. Sig¬ 


nificant improvement is anticipated in fiscal 
1979 as new management and improved pro¬ 
grams take effect. 

LeeWards Creative Crafts continues its em¬ 
phasis on upgrading the product assortment 
and the remodeling of its 31 retail stores, which 
began in 1977. Retail sales improved while 
higher catalog expense hurt mail-order per¬ 
formance. 

By capitalizing on market trends toward taste¬ 
ful, quality women’s fashions with the classic 
look, The Talbots enjoyed record sales and 
earnings. Both mail-order and retail perform¬ 
ance were very strong. Two new retail stores 
in New England are planned in fiscal 1979. 

Wallpapers To Go, in its first full year of oper¬ 
ation since being acquired in March, 1977, 
opened 15 stores merchandising a broad as¬ 
sortment of flexible wall coverings throughout 
California, Oregon, Arizona and Texas, bring¬ 
ing the total to 26. Sales growth continued in 
the original stores. Good performance to date 
supports a continued aggressive expansion 
plan. The company plans to open an additional 
25 stores in fiscal 1979. Emphasis will remain 
on testing concept variations and solidifying 
the management systems required for future 
expansion. 

General Mills’ furniture operations experi¬ 
enced significant improvement in both sales 
and earnings following disappointing results 
last year. Pennsylvania House sales gains out¬ 
paced the industry as a result of new merchan¬ 
dising programs aimed at strengthening dealer 
affiliation. Updated product lines and improve¬ 
ments in both service and quality resulted in 
new bookings at an all-time high. The Kittinger 
Company has introduced a new lower-priced 
line of office furniture, the “Georgian Collec¬ 
tion.” The line has received enthusiastic 
acceptance to date. 

General Mills’ Travel Group continued to show 
sales and earnings progress. Olson-Travel- 
world gained from their existing product lines, 
particularly in Europe, where the company 
assumed direct management of ground opera¬ 
tions for the first time. Tours utilizing charters 
were successfully marketed under the Jet Trek 
name. Intraworld Incentives also showed 
improvement and completed the year with a 
strong future booking position. 


Advertising Media 
and Research 
Investments 


Finance and 
Capital Investments 


Finance, Investments 



Expenditures during the year for advertising 
media were $170.5 million compared with 
$145.3 million for continuing operations in 
fiscal 1977, an increase of 17.3 percent. This 
reflects the company’s efforts to build sales 
volume and to improve the market share posi¬ 
tions of General Mills’ products and services. 

Expenditures of $30.5 million for research and 
development, an increase of 18.2 percent 
above investments of $25.8 million for contin¬ 
uing operations a year ago, further reflect the 
company’s commitment to growth. The impor¬ 
tance of research and development produc¬ 
tivity is illustrated by the fact that 22 percent 
of the company’s fiscal 1978 sales is attribu¬ 
table to new products introduced within the 
past five years. 

Effective with the payment of November 1, 
1977, the Board of Directors voted to increase 
the quarterly rate for the common stock divi¬ 
dend by three cents to 25 cents per share. As 
a result, dividends paid per share reached 97 
cents in fiscal 1978, an increase of 22.8 per¬ 
cent over the 79 cents per share received a 
year earlier. Dividends paid per share have 
grown at a compound annual rate of 14.2 per¬ 
cent since fiscal 1973. 

The Automatic Dividend Reinvestment Plan 
became a cost free service to participating 
shareholders on May 1, 1978. Stockholders 
wishing information about the plan may obtain 
a brochure by writing: General Mills, Stock 


Transfer Department, P.O. Box 1113, Minne¬ 
apolis, MN 55440. 

The company’s balance sheet also is strong. 
At year end, total debt as a percentage of cap¬ 
ital decreased to 28.5 percent, down from 29.8 
percent a year earlier. This represents the 
lowest debt ratio since the end of fiscal 1965. 
Total shareholders’ equity grew 12.4 percent 
and reached $815.1 million. Return on average 
equity was a record 17.6 percent. This com¬ 
pares with a return of 17.1 percent in the prior 
year. Return on total capital structure was 13.9 
percent compared to 13.2 percent in fiscal 
1977. These ratios remain well above the 
company’s targeted long-term objectives of 
minimums of 17 percent and 12 percent 
respectively. 

Total interest expense of $29.3 million was up 
14.0 percent compared with the prior year. In 
fiscal 1978, short-term debt averaged $85.5 
million compared with $39.5 million in the pre¬ 
vious year. The increase was brought about by 
increased seasonal working capital required 
by higher sales. Notes payable peaked in No¬ 
vember at $157.6 million; in fiscal 1977, the 
peak was $88.0 million in September, 1976. 
The company’s domestic short-term debt was 
funded exclusively through sale of commercial 
paper while foreign debt was funded through 
bank borrowings. In September, 1977, Stand¬ 
ard & Poor’s and Moody’s rated General Mills’ 
commercial paper A-1/P-1. 

Gross fixed asset investments for continuing 
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Industrial Relations 


Regulatory 

Developments 


operations reached a record $138.7 million, up 
23.5 percent from fiscal 1977. Expenditures by 
major business segment were consistent with 
the prior year’s pattern: food processing ac¬ 
counted for 41 percent; restaurant activities 
for 25 percent; crafts, games, and toys for 19 
percent while all other activities, including 
corporate items, totaled 15 percent. Major 
spending for food processing activities includ¬ 
ed added cereal production capacity in Cedar 
Rapids, Iowa, and West Chicago, III., package 
foods plants. 

In a year marked by economic uncertainty, 
continued high inflation and a relatively heavy 
collective bargaining schedule, relationships 
between General Mills and the 25 internation¬ 
al and independent unions, representing 
employees in 75 U.S. and Canadian bargaining 
units, remained sound and constructive. 

Fifty-six labor contracts were negotiated dur¬ 
ing the period, including a three-year Master 
Agreement with the American Federation of 
Grain Millers, covering fringe benefits and 
working conditions for some 3,500 employees 
in 17 local bargaining units. One strike, a 15- 
day work stoppage at the Kansas City flour 
mill, occurred during the negotiation of these 
56 contracts. 

Continued emphasis was placed on training of 
managers and supervisors in effective human 
relations, labor contract administration and 
employee job safety. 

In fiscal 1979, the collective bargaining sched¬ 
ule will be relatively light, with 29 location 
contracts and several pension and health and 
welfare agreements up for renegotiation. 

The impact of government regulation on Gen¬ 
eral Mills’ operations was reflected in several 
developments during the fiscal year. The anti¬ 
trust complaint by the Federal Trade Commis¬ 
sion (FTC) against General Mills and three 
other cereal manufacturers entered its sixth 
year. The complaint alleges that the four com¬ 
panies share an illegal monopoly of the ready- 
to-eat cereal industry. The four companies 
denied the allegation. In February, 1978, an 
administrative law judge of the FTC issued an 
order dismissing the complaint against one of 
the manufacturers, the Quaker Oats Company. 
The FTC completed its presentation in the 
spring of 1978. General Mills began its defense 
in July, 1978, and expects to complete presen- 
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tation of its case during the second quarter of 
fiscal 1979. The entire hearing is expected to 
be completed within another year, at which 
time the judge’s findings will be subject to 
further review by the FTC. Any adverse deci¬ 
sion by the FTC will then be subject to further 
review in U.S. Federal Courts. The company 
expects the matter to take several more years 
and involve costly litigation. It is the company’s 
opinion that General Mills’ ready-to-eat cereal 
activities do not violate existing anti-trust laws, 
and the company will continue to contest the 
complaint vigorously. 

In February, 1978, the Federal Trade Commis¬ 
sion released a Staff Report recommending 
regulatory actions which would ban or severe¬ 
ly restrict advertising directed to children. 
The commission, while not approving the staff 
proposal, subsequently voted to initiate rule- 
making proceedings which are scheduled to 
begin in late fall, 1978. General Mills regards 
the regulations proposed by the FTC staff as 
ill-founded and unnecessary. The company 
believes that the proposed regulations raise 
constitutional questions regarding freedom of 
speech, and jurisdictional questions concern¬ 
ing the FTC’s regulatory role. The company 
will aggressively oppose any such regulations 
and is actively engaged in preparing testimony 
to be presented at the FTC hearings. The 
company wishes to state emphatically that its 
food products are safe and nutritious and 
that advertising of all of its products is wholly 
honest and truthful. 
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Corporate Officers 


E. Robert Kinney, Chairman of Board and Chief Executive Officer 
H. Brewster Atwater, Jr., President and Chief Operating Officer 

Donald F. Swanson, Senior Executive Vice President and Chief Financial Officer 
Paul L. Parker, Executive Vice President, Chief Administrative Officer 

F. Caleb Blodgett, Executive Vice President, Consumer Foods 

J. Wilbur Feighner, Executive Vice President, Specialty Foods 

Robert K. Swanson, Executive Vice President, 

Crafts, Games and Toys; Apparel; Accessories; Specialty Retailing; and Travel 

Eugene E. Woolley, Executive Vice President, Restaurants, Furniture and O-CEL-O 

Walter R. Barry, Jr., Group Vice President, Consumer Foods 

James G. Fifield, Group Vice President, Consumer Foods 

Bernard Loomis, Group Vice President, Crafts, Games and Toys 

James H. Ruben, Group Vice President, Specialty Retailing 

Arthur R. Schulze, Group Vice President, Consumer Foods 

Preston Townley, Group Vice President, Consumer Foods 

James S. Fish, Senior Vice President, Corporate Communications and Community Relations 

John V. Luck, Senior Vice President and Technical Director 

Edward K. Smith, Vice President and Controller 

Clifford L. Whitehill, Vice President and General Counsel 

James L. Weaver, Treasurer 

James M. Neville, Secretary 


Board of Directors 
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Board of Directors 
Committees 


E. Robert Kinney, Minneapolis, Chairman and Chief Executive Officer, General Mills, Inc. 

Betsy Ancker-Johnson, Argonne, Illinois, Associate Laboratory Director for Physical 
Research, Argonne National Laboratory 

H. Brewster Atwater, Jr., Minneapolis, President and Chief Operating Officer, 

General Mills, Inc. 

Richard M. Bressler, Philadelphia, Pennsylvania, Senior Vice President of Atlantic Richfield 
Company, President of Arco Chemical Co., division of Atlantic Richfield 
‘Thomas M. Crosby, Minneapolis, former Chairman of Board, Northwest Growth Fund, Inc., 
a Small Business Investment Company 

Kenneth N. Dayton, Minneapolis, Chairman, Executive Committee, 

Dayton Hudson Corporation 

J. Wilbur Feighner, Columbus, Georgia, Executive Vice President, General Mills, Inc. 

Philip B. Harris, Minneapolis, former Chairman of Board, Northwestern National Bank 

Stephen F. Keating, Minneapolis, Vice Chairman of Board, Honeywell Inc. 

James P. McFarland, Minneapolis, former President and Chairman of Board, 

General Mills, Inc. 

Louis W. Menk, St. Paul, Chairman of Board, Burlington Northern Inc. 

John W. Morrison, Minneapolis, Chairman of Board and Chief Executive Officer, 
Northwestern National Bank 

Gwendolyn A. Newkirk, Lincoln, Nebraska, Professor and Chairman —Department of 
Education and Family Resources, University of Nebraska 
“Charles F. Phillips, Auburn, Maine, President Emeritus, Bates College 

Edward S. Reid, New York, N.Y., Partner, Davis Polk & Wardwell, Attorneys 

Waverly G. Smith, St. Paul, President and Chief Operating Officer, 

The St. Paul Companies, Inc. 

Donald F. Swanson, Minneapolis, Senior Executive Vice President and 
Chief Financial Officer, General Mills, Inc. 

Richard L. Terrell, Detroit, Michigan, Vice Chairman of Board, General Motors Corporation 
'Retired July 1,1978 "Retired June 1,1978 
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General Mills’ First 50 Years 


Historical Data 




Earnings 

Earnings 

Dividends 

Share¬ 


for the Years 

Fiscal 



Per Sales 

Per 

Per 

holders’ 


1 QOQ (n 1070 

Year 

Salest 

Earnings*t 

Dollar 

Share 

Share‘“ 

Equityt 

Employees 










1929 

$ 123.5 

$ 4.2 

3.40 

$ .13 

$.06 

$ 47.0 

5,800 

1930 

163.1 

4.6 

2.8 

.13 

.08 

48.2 

5,900 

1931 

122.7 

3.9 

3.2 

.10 

.08 

48.8 

6,010 

1932 

87.2 

3.9 

4.5 

.11 

.08 

47.6 

5,820 

1933 

83.9 

4.1 

4.9 

.12 

.08 

48.8 

5,740 

1934 

118.1 

3.7 

3.1 

.10 

.08 

49.2 

6,460 

1935 

143.1 

4.1 

2.9 

.11 

.08 

50.0 

6,920 

1936 

147.4 

3.6 

2.4 

.09 

.08 

50.7 

6,700 

1937 

160.0 

4.3 

2.7 

.12 

.08 

51.6 

7,240 

1938 

152.7 

4.1 

2.7 

.12 

.08 

52.4 

7,120 

1939 

121.9 

6.5 

5.3 

.21 

.10 

52.9 

7,530 

1940 

125.6 

5.6 

4.5 

.18 

.11 

55.0 

7,520 

1941 

126.9 

5.3 

4.1 

.17 

.11 

56.0 

7,680 

1942 

163.4 

5.1 

3.1 

.17 

.11 

56.9 

8,610 

1943 

217.5 

5.4 

2.5 

.18 

.11 

57.9 

9,700 

1944 

281.2 

5.6 

2.0 

.19 

.11 

59.2 

10,390 

1945 

280.8 

6.5 

2.3 

.22 

.11 

61.9 

10,800 

1946 

298.8 

7.1 

2.4 

.24 

.12 

74.7 

10,660 

1947 

370.9 

9.2 

2.5 

.33 

.19 

78.0 

12,050 

1948 

458.5 

13.1 

2.9 

.49 

.19 

85.1 

12,110 

1949 

410.6 

11.7 

2.8 

.43 

.19 

93.1 

12,090 

1950 

395.8 

13.3 

3.3 

.49 

.21 

100.0 

11,960 

1951 

435.9 

11.5 

2.6 

.41 

.21 

104.7 

12,500 

1952 

468.9 

9.5 

2.0 

.33 

.21 

108.0 

12,700 

1953 

483.1 

11.5 

2.4 

.39 

.21 

116.2 

13,150 

1954 

487.6 

11.2 

2.3 

.38 

.21 

120.6 

13,100 

1955 

513.7 

12.4 

2.4 

.42 

.21 

123.2 

13,250 

1956 

516.1 

14.1 

2.7 

.48 

.25 

131.5 

13,100 

1957 

527.7 

12.2 

2.3 

.41 

.25 

136.1 

13,700 

1958 

529.8 

14.7 

2.8 

.50 

.25 

143.1 

13,330 

1959 

546.0 

16.8 

3.1 

.57 

.25 

154.1 

13,560 

1960 

537.8 

11.5 

2.1 

.37 

.29 

159.6 

13,830 

1961 

575.5 

12.8 

2.2 

.41 

.30 

164.0 

14,690 

1962 

546.4 

10.2 

1.9 

.31 

.30 

163.5 

12,960 

1963 

523.9 

14.9 

2.8 

.48 

.30 

169.1 

11,190 

1964 

541.3 

17.2 

3.2 

.53 

.30 

175.2 

10,500 

1965 

559.0 

20.4 

3.6 

.66 

.32 

144.1 

10,690 

1966 

524.7 

23.3 

4.4 

.77 

.35 

155.1 

10,370 

1967 

602.5 

28.4 

4.7 

.79 

.38 

193.0 

12,016 

1968 

668.9 

31.3 

4.7 

.83 

.39 

216.6 

19,866 

1969 

885.2 

36.2 

4.1 

.89 

.40 

286.2 

25,869 

1970 

1,021.7 

40.6 

4.0 

.94 

.44 

303.5 

28,412 

1971 

1,120.1 

43.9 

3.9 

.99 

.45 

332.7 

32,556 

1972 

1,316.3 

52.2 

4.0 

1.17 

.48 

365.6 

35,892 

1973 

1,593.2 

65.6 

4.1 

1.40 

.50 

425.4 

40,651 

1974 

2,000.1 

75.1 

3.8 

1.59 

.53 

483.4 

46,398 

1975 

2,308.9 

76.2 

3.3 

1.59 

.59 

560.5 

47,969 

1976 

2,645.0 

100.5 

3.8 

2.04 

.66 

640.2 

51,778 

1977 

2,909.4 

117.0 

4.0 

2.36 

.79 

724.9 

61,797 

1978 

3,243.0 

128.8** 

4.0 

2.58** 

.97 

815.1 

66,574 


‘Before extraordinary items. 

“1978 — Continuing operations only; prior years as originally reported, except per share amounts which are 
restated for stogk splits. 

“‘Excludes “special” dividends paid in certain early years, 
t In Millions 
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From these two charter members of the General 
Mills package foods family have grown lines of 
consumer goods and services now sold worldwide. 
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The year 1978 marks General Mills’ 50th anniversary. It 
is an appropriate time to examine the history and high¬ 
lights of this corporation which in a half century has 
grown from 5,800 employees to 66,574 and from $123 
million in sales to more than $3.2 billion. Under the cor¬ 
porate symbol of the Big G, a large and diverse array of 
outstanding companies make up General Mills today. 
While some of these subsidiaries are relatively new, 
others have proud histories going back well over 50 
years. Young or old, large or small, each measures up 
to the General Mills criteria: they offer products and 
services of quality and value to consumers everywhere. 

The General Mills of 1978 pursues strategies within sev¬ 
eral major product segments: 

Food processing activities include such historic stal¬ 
warts as Wheaties, Bisquick and Betty Crocker mixes. 
Our lines include breakfast products, desserts, frozen 
fish, pizza, snack foods, family flour, instant potatoes, 
add-meat dinners and baking mixes. An exciting addi¬ 
tion, new this year, is General Mills’ entry into the yogurt 
market through the acquisition of Yoplait. 

Restaurants are relatively new to the General Mills fam¬ 
ily, but they are growing steadily in importance. Our 236 
Red Lobster seafood restaurants put us among the top 
10 full service restaurant chains. The fast-growing York 
Steak House group fills the need for family oriented, 
budget priced, high quality restaurants. 

Our craft, game and toy activities are worldwide and 
make General Mills the largest toy operation in the 
world. Such famous names as Parker Brothers, Kenner 
and Lionel continue to develop and market an ever¬ 
growing stream of new and established products to 
delight children and their parents. 

In the world of fashion, General Mills’ companies include 
many famous brands. Among the best known are Monet 


and Ciani jewelry, Lord Jeff sweaters, Foot-Joy golf 
shoes, Ship ’n Shore blouses and Kimberly Knitwear. 
The David Crystal sportswear line includes the Izod 
brand for men, Haymaker sportswear for women and 
Crystal Sunflowers and Izod j.g. for children. 

The specialty retailing activity within General Mills 
consists of four companies: Eddie Bauer with outdoor 
apparel and gear, LeeWards offering creative craft ma¬ 
terials, The Talbots with better-quality women’s clothing 
and the newly acquired Wallpapers To Go, a growing 
chain of 26 stores featuring a large selection of flexible 
wall coverings. 

In addition, General Mills participates in the travel busi¬ 
ness through Olson-Travelworld and Intraworld Incen¬ 
tives. We make and market furniture through such lines 
as Pennsylvania House, Kittinger and Dunbar. 

This General Mills of 1978 bears little resemblance to 
the company formed 50 years ago with headlines pro¬ 
claiming the new corporation as “the largest milling 
company in the world.’’ Our basic business when we 
started was flour milling, and we had only three impor¬ 
tant consumer products — Gold Medal Flour, Softasilk 
Cake Flour and Wheaties. Our history has been not 
simply one of growth but of progress and adaptability 
in a world constantly in change. 

How did all of this happen? What elements of continuity 
have enabled us to continue our record of growth and 
service through good times and bad, through peace and 
war and through economic, political and social changes 
of increasing intensity? Three basic elements seem evi¬ 
dent: adaptability, responsiveness, responsibility. 

All of what has been achieved since 1928 rests on a 
strong foundation of historic vintage, going back to 1866 
when Cadwallader C. Washburn built a flour mill on the 
Mississippi River in the frontier town of Minneapolis, 




The Wheaties Quartet sent the first singing com¬ 
mercial through radios into American homes. 
“Have You Tried Wheaties. . 



Minn. The mill flourished, became the Washburn Crosby 
Company and by 1928 was an industry leader. It was in 
that year that Washburn Crosby’s President, James Ford 
Bell, with unique imagination, energy and foresight, 
consolidated a group of flour milling companies and a 
specialty feed firm to form General Mills. The consoli¬ 
dation brought together some of the giants of the indus¬ 
try. From Kansas came the Red Star Milling Company; 
from the West Coast the Sperry Milling Company; from 
Michigan the Larrowe Milling Company; from the South¬ 
west the Kell group; from Montana the Rocky Mountain 
Elevator Company, the Royal Milling Company and the 
Kalispell Flour Mill. 

Within five months after its inception, General Mills in¬ 
cluded 27 associated companies in 16 states. It was the 
largest flour miller in the world. Its leadership included 
James Ford Bell, President; Franklin M. Crosby, Vice 
President; Donald D. Davis, Vice President and Treas¬ 
urer; Putnam D. McMillan, Vice President; and Harry A. 
Bullis, Secretary and Comptroller. 

The companies which joined to form General Mills con¬ 
tinued to operate with considerable independence, but 
advertising and merchandising were handled through 
corporate headquarters. There was a good reason for 
this, for during the 1920’s, James Ford Bell and his 
associates at Washburn Crosby had pioneered a number 
of successful innovations as a means of reaching the 
consumer. 

No woman likes to tell her age, but it’s an open secret 
that Betty Crocker is older than General Mills. She was 
“born’’ in 1921 through the inspiration of Advertising 
Manager Sam Gale, who realized how many women 
throughout the country wanted and needed advice 
and suggestions as they undertook their homemaking 
responsibilities. Sam Gale made Betty Crocker the 
housewife’s best friend, and with her image of friendly 


helpfulness, she exuded serene confidence in the dignity 
of homemaking. By 1928, she had acquired her name, 
her radio voice on the Betty Crocker Cooking School of 
the Air and her distinctive signature. Now as then, Betty 
Crocker stands for quality and service. 

In 1924 Washburn Crosby Company purchased a Minne¬ 
apolis radio station and used the company initials for 
its new call letters, WCCO. Two years later, on behalf of 
a new breakfast cereal with persistent sales problems, 
WCCO aired the world’s first singing commercial. A 
male quartet warbled the musical question, “Have you 
tried Wheaties?” Thousands of people did, but only in 
the Minneapolis market area where the commercials 
were heard. The implications of these results were not 
lost on management, and the decision was made to run 
the commercials nationwide. Wheaties sales climbed 
steadily and set the example for what would turn out to 
be a long-term General Mills strategy — heavy exposure 
to the consumer through print and electronic adver¬ 
tising. 

The success of Wheaties led to the formation of a Pack¬ 
age Foods Division whose responsibility it was to de¬ 
velop new consumer products for the American family. 
Walter Barry headed this activity, and his vision, energy 
and sales genius combined with Sam Gale’s brilliant 
advertising and merchandising innovations built Pack¬ 
age Foods sales as the base for the company’s major 
business in the years to come. 

As a team, Barry and Gale sparked the growth of Gen¬ 
eral Mills packaged foods for a quarter of a century. 
They pioneered new concepts in radio as a sales medium 
with early sponsorship of baseball games, athletes as 
endorsers, daytime drama and children’s programs like 
Skippy and Jack Armstrong, All-American Boy. Their 
inauguration of the Betty Crocker coupon plan blazed 
a new pathway in advertising and promotion. 






In the early 1900’s and before, the Washburn- 
Crosby Co. knew the value of advertising in keeping 
Gold Medal flour before the nation’s consumers. 



Gluten, the nutritious ond health giving part of the 
wheat, prevails more abundantly in GOLD MEDAL FLOUR 
than in any other. For this reason the Biscuit.Bread. 
Rolls and Pastry made From it have thot wholesome, 
ample Flavor which has made GOLD MEDAL Famous. 
_For sale by all grocers._ 


General Mills was less than 18 months old when the 
stock market crashed in October, 1929, and ushered in 
the great depression. The company’s conservative fiscal 
policies combined with creative merchandising enabled 
it to grow and strengthen during this period. Even during 
the worst years of the early 30’s, consolidated net 
income rose steadily and average earnings in the com¬ 
pany’s first five years exceeded by three times the 
preferred dividend requirements. Early in its history, 
General Mills stock earned a reputation for safety, sta¬ 
bility and growth. 

James Ford Bell was fond of saying, “Where research 
leads, the company follows.’’ Creative work in the re¬ 
search and development laboratories solved technical 
problems and gave birth to such products as Bisquick, 
the first convenience baking mix, and Cheerios, now 
America’s leading breakfast cereal in dollar sales. 

As the nation worked its way out of the depression, it 
was increasingly clear that eating and living habits were 
changing dramatically. The move of families to the cities 
and the development of labor-saving devices made for 
more sedentary lives, and homemakers became increas¬ 
ingly interested in balanced meals, good nutrition and 
convenience foods. General Mills was quick to get the 
message and to concentrate its energy on products and 
services which would meet these changing demands. 

In December of 1941, the Japanese attacked Pearl 
Harbor, and General Mills went to war with the rest of 
America. Already making machinery for its own pur¬ 
poses, the company’s Mechanical Division shifted gears 
to produce high-precision ordnance equipment for the 
Navy. General Mills’ plants in various parts of the coun¬ 
try retooled to supply the war effort with medicinal 
alcohol, coatings for lenses, dehydrated eggs and soup 
for lend-lease shipment, bagging for sandbags. General 
Mills’ products were shipped around the world. 


Betty Crocker’s first portrait, completed in cele¬ 
bration of her 15th birthday in 1936, was the work 
of renowned artist, Neysa McMein. 



The war years brought internal change as well as gov¬ 
ernment service. Donald D. Davis had been President 
since James Ford Bell assumed the chairmanship in 
1934. In 1942, Davis resigned to head the War Produc¬ 
tion Board. Harry A. Bullis took up the corporate reins, 
bringing to this position his special skills in economics 
and imprinting the company with his philosophy that 
good people are a company’s most important asset. 

That same year, the company began processing soy¬ 
beans for animal feed. This led to the development of the 
Chemical Division, which remained the company’s last 
major industrial group until its sale in 1977. 

The immediate postwar years were a time of ferment for 
General Mills and the country. Our nation’s life styles 
continued to change and one of the most significant 
changes was the greatly increased movement of women 
into the permanent work force. Long hours in the kitchen 
were not simply unattractive; they were now impossible, 
and the demand for convenience foods skyrocketed. In 
rapid succession a long series of products moved from 
the technical center and the Betty Crocker Kitchens to 
grocery shelves and dining room tables. The Betty 
Crocker signature adorned boxes of chiffon cake, gin¬ 
gerbread, Crustquick, Party Cake, angel food cake, as 
well as various flavors of layer cakes. We developed 
brown ’n serve rolls, a major contribution to bakers and 
homemakers. For a time the company even sold home 
appliances under the Betty Crocker name. It was during 
this time that the first Betty Crocker Cookbook was 
printed, and since that first book rolled off the presses, 
a total of 45 million copies under 43 different titles have 
moved into the nation’s homes. 

The postwar years were notable also for the dramatic 
increase in ready-to-eat cereal sales, and at General 
Mills, much of this activity flourished under the leader¬ 
ship of Lowry Crites, who later served as head of all 
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Viewing “products of the miller’s art” were James 
F. Bell (seated), founder of General Mills, and (left 
to right) company pioneers Franklin M. Crosby, 
William Doty, G. Cullen Thomas, Gerhart Moen and 
Dr. Clyde Bailey. All were dedicated to the drive 
toward perfection which generated General Mills’ 
leading role in the enrichment of flour, termed the 
greatest nutritional advance of modern times. 



consumer foods. A broader cereal line was based on the 
research technology that had created Cheerios and Kix 
and brought such additions as Trix and Lucky Charms 
to American homes. Crites responded creatively to the 
opportunities occasioned by television. He and his asso¬ 
ciates used this new medium with the same success that 
had characterized our experience with radio in years 
gone by. We also developed the Big G concept to pro¬ 
vide across the line identification for all of our cereals. 
Later, when Total led the way as the country’s first 
vitamin-added cereal, all of these factors combined to 
put General Mills in the number two position for break¬ 
fast food sales across the nation. 

In the 1950’s, Charles H. Bell brought a familiar name to 
the presidency. Bell had begun his career with General 
Mills as an employee in the Washburn Crosby mill, and 
when he retired as a Director late in 1977, he had pro¬ 
vided more than 47 years of service to the company. 
Between 1952 and 1967, Bell served as President and 
Chairman; he laid the foundation for the General Mills 
we know today. He led in decentralizing management 
to move decision-making closer to operations. He ex¬ 
panded our research program in scope and facilities, 
establishing the James Ford Bell Research Center where 
today some 600 technicians, scientists and others pro¬ 
vide the ideas and products for tomorrow’s sales and 
profits. And it was under Bell’s guidance in 1958 that 
the firm moved into new corporate headquarters in sub¬ 
urban Golden Valley, a few miles west of downtown 
Minneapolis. 

In 1959, Bell brought into the company Edwin W. Rawl¬ 
ings as Financial Vice President. Rawlings, a product of 
Milroy, Minn., had a brilliant military career and had, in 
fact, been the youngest four-star General in the United 
States Air Force. By 1961, Ed Rawlings was President 
and Chief Executive Officer of General Mills and had 


begun a series of moves that would be as dramatic and 
far-reaching as anything in General Mills’ history. 

We were in 1961 still the world’s largest flour miller. 
Rawlings questioned the company’s historical emphasis 
on commodities and forced a comprehensive and ob¬ 
jective examination of the profit potential of every oper¬ 
ation and profit center. He and his associates hammered 
out three fundamental concepts that would become the 
basis for a revised corporate philosophy. 

The first of these concepts was economic realism, and 
demanded a thorough analysis of the strengths and 
weaknesses of the company with an objectivity un¬ 
touched by tradition or sentiment. 

The second concept was management capability and 
spoke of the need to recruit, develop and promote the 
very best of men and women. 

The third concept was commitment to growth and the 
recognition of the fact that this might come through ac¬ 
quisition of other companies as well as through internal 
product development. 

Implementation of these concepts suggested that our 
post-war diversification had not been entirely success¬ 
ful. It also indicated that we were unlikely to grow and 
prosper with continued dependence on some of our 
most historic and cherished product lines. We translated 
these conclusions into action and divested ourselves of 
formula feeds, electronics, oilseeds and refrigerated 
biscuits. More dramatically, the “world’s largest flour 
miller” cut its milling capacity in half by closing nine of 
17 flour mills. We gave up over $200 million in annual 
sales, but at the same time provided ourselves with 
resources and energies which could be transferred to 
areas of higher profits and greater growth potential. 

Rawlings and his successors moved aggressively to find 



Under the watchful eyes of Betty Crocker Kitchen 
staff members, key architects of General Mills’ 
early history took a turn at baking. Shown left to 
right are the late Chairman and President Harry A. 
Bullis, President Leslie N. Perrin, Vice Presidents 
Walter R. Barry, whose sales genius sparked the 
company’s expansion in the food business, and 
Samuel C. Gale, whose innovative guidance made 
General Mills a leader in advertising. 


General Edwin W. Rawlings, U.S.A.F. (ret.), joined 
General Mills in 1959 after a military career in 
which he became the youngest four-star General 
in the Air Force. Later, as President and Chief 
Executive Officer of General Mills, he focused the 
company’s operation on consumers, identified and 
entered new areas of production and service. 



growth through internal development, diversity and ac¬ 
quisition. We sought out every opportunity that would 
enable us to serve the American homemaker and her 
family with products and services of quality and value. 
We were on our way to becoming a “family of com¬ 
panies.” There is neither time nor space available to 
mention all our family members, but some representa¬ 
tive examples should be detailed. 

One of our early acquisitions was the Tom Huston 
Peanut Company at Columbus, Ga., which joined our 
corporate structure in 1966. This firm — now known as 
Tom’s Foods Ltd. — had been founded in 1925 by Tom 
Huston. Huston began with three employees and one 
product —roasted peanuts. Today, Tom’s six plants pro¬ 
duce some 300 snack items, including cakes, cookies, 
pretzels, cracker sandwiches, candy, potato chips, corn 
chips, popcorn —and roasted peanuts. This acquisition 
also brought to General Mills J. Wilbur Feighner, now 
a General Mills Director and Executive Vice President, 
Specialty Foods. 

In early 1968, General Mills stepped firmly into the inter¬ 
national snack food business by completing the pur¬ 
chase of The Smiths Food Group, Limited, leader in the 
United Kingdom snack market. Since Smiths owned 50 
percent of Smiths Holland and its subsidiary, Smiths 
Belgium, the acquisition established a beachhead on the 
European continent. General Mills since has increased 
ownership in the Benelux operation to 100 percent. 

Another European acquisition was the French Biscui- 
terie Nantaise. It was founded in Nantes, Brittany, in 
1896, by Pierre Pelletreau and Pierre Cosse, grandfather 
of Lionel Cosse, the present Managing Director. With 
brief setbacks during two world wars, the company ex¬ 
panded steadily. (One popular product, the Casse-Croute 
biscuit, was first made for French troops in World War I.) 

Later in 1968, a very different kind of food company be¬ 



came part of General Mills. Gorton’s, founded in 1849, 
is an old company that has grown with new ideas. In 
1920, it pioneered “ready-to-eat” codfish in cans, in 
1944 the first frozen fish steaks. As a division of General 
Mills, the Gorton Group has moved forward in the re¬ 
search and development of seafood products, fishery 
resources and marketing methods. This acquisition 
brought E. Robert Kinney to General Mills, where he 
eventually became Chairman and Chief Executive Offi¬ 
cer of the parent company. 

It seemed clear that our corporate charter did not limit 
us to food products, and we began to look carefully at 
opportunities to serve the American family in other ways. 
One of our earliest non-food acquisitions was Rainbow 
Crafts, whose “Play-Doh” has become a play tradition 
still going strong after 22 years. This company later 
merged with Kenner Products, which joined General 
Mills in 1968 and is the surviving name. Such popular 
toys as “Baby Alive,” “Six Million Dollar Man,” “Bionic 
Woman,” “Stretch Monster” and games and toys with 
a “Star Wars” theme have made Kenner one of the larg¬ 
est and most profitable toy companies in the world. 

Parker Brothers, purveyor of games, has been a success 
since its inception in 1883. George S. Parker was a 16- 
year-old schoolboy when he invented his first game, 
“Banking,” and formed a company to sell it and other 
games he developed. The firm’s current President is 
Randolph P. Barton, grandnephew of the founder. Among 
many games marketed by Parker Brothers is “Monop¬ 
oly,” the all-time best-selling game in the world. Parker 
Brothers also joined General Mills in 1968. 

In recent years, General Mills’ craft, game and toy oper¬ 
ations have become truly worldwide; international oper¬ 
ations in 16 countries accounted for over one-third of 
fiscal 1978 sales of $492.3 million. An example of this 
development is Miro, a French company. Founded in 
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Trucks with the familiar Tom’s name played an 
important role in Tom’s history as they do in today’s 
success. 



1936, Miro was initially in the stationery business. Before 
World War II, Miro began selling the British game, “Lex¬ 
icon,” later adding the French version of “Monopoly.” 
In 1947, Michel Habourdin joined the firm as General 
Manager and changed its marketing emphasis to spe¬ 
cialize in board and family games. Today, Miro, still 
headed by Habourdin, and affiliated companies repre¬ 
sent General Mills’ largest overseas toy and game 
operation. 

Thorough investigation and analysis of the apparel and 
accessories industries led General Mills to the acquisi¬ 
tion of Monet. Two brothers, Michael and Jay Chernow, 
had founded a company named Monocraft, which made 
monograms for ladies’ handbags. They applied their 
monogram technology to a related field, and in 1936 
formed Monet to manufacture “the finest costume jew¬ 
elry in the world.” 

General Mills moved from jewelry to apparel with the 
acquisition in 1969 of David Crystal, Inc., manufacturer 
of better dresses and Lacoste alligator emblem sports¬ 
wear. Interest and activity in apparel has continued with 
several additional acquisitions, including the 1977 pur¬ 
chase of Ship ’n Shore, the leading American producer 
of quality shirts and blouses for women. 

In 1968, James P. McFarland, a 35-year veteran in sales 
and marketing, became Chief Executive Officer. McFar¬ 
land continued to look for new opportunities through 
acquisition, but also emphasized and insisted upon the 
profitability and growth of existing operations. 

Furthering his vision of developing an “all-weather” 
growth company, he took General Mills into the restau¬ 
rant and specialty retailing fields. He brought into the 
company an increasing number of new enterprises, with 
dynamic leadership and good position for growth. From 
the time McFarland became Chief Executive Officer in 


1968 until relinquishing these duties on June 1, 1976, 
company sales grew nearly four times, from $669 million 
to more than $2.6 billion, and earnings passed the $100 
million mark. 

The Red Lobster story offers a good example of our ex¬ 
pansion during this period. Started by William Darden 
in 1968 in Lakeland, Fla., the Red Lobster restaurants 
stressed quality-controlled seafood dinners —with a 
touch of steak for people who can’t do without — at 
modest prices with excellent service. As proof that the 
concept is valid, the chain has grown from five units in 
fiscal 1970, with sales of about $3 million, to 236 at 
the end of fiscal 1978 with sales of nearly $300 million. 
Darden remains as Chairman and Joe R. Lee, who man¬ 
aged the first Red Lobster Inns, now is President of the 
entire group. 

When McFarland relinquished his duties as Chief Exec¬ 
utive Officer in 1976, the new management team —all 
of whom played key roles in achieving the company’s 
recent progress —committed itself to continued empha¬ 
sis on growth in the existing major strategic areas of 
business. An example of this commitment can be seen 
in the recent addition of York Steak House Systems, 
headquartered in Columbus, Ohio. In 1970, following a 
three-year study, Elliott Grayson, Berndt Gros and How¬ 
ard Grayson opened their first steak house, and by the 
time they joined General Mills in 1977, the chain had 
expanded to 47 units. This acquisition not only provided 
expansion of our restaurant operations but also gave 
them balance by adding a beef-oriented menu to the 
seafood emphasis of Red Lobster. 

Saluto Foods Corporation, established by Jim DeLapa 
in a remodeled garage in 1963 to sell retail pizzas, is 
helping to expand General Mills’ strategic position in 
the frozen foods business. DeLapa’s first day’s receipts 
were $39.00. By 1976, when the firm joined General Mills, 














Familiar symbol of Gorton’s of Gloucester, widely 
recognized as a sign of quality in seafood, was in¬ 
spired by the famous statue, “Man At The Wheel,” 
in Gloucester, Mass. 



it was doing a wholesale business of well over $10 mil¬ 
lion a year. Its rapid growth continues. 

Wallpapers To Go is the most recent addition to General 
Mills’ specialty retailing operations. It was established 
by Al Hoffman and his son, Kenneth, in 1975. Al Hoffman 
had founded a successful wholesale wallpaper business 
in 1950. From their experience and observation, the 
Hoffmans concluded there should be a more effective 
way to merchandise wallpaper. Their response was a 
retail “do-it-yourself” business that was an immediate 
success. Nine stores were operating when Wallpapers 
To Go joined General Mills in 1977. Twenty-six stores 
were in operation at year end. 

During the past two years, the rapid growth has contin¬ 
ued under the management group headed by E. Robert 
Kinney, Chairman and Chief Executive Officer; H. Brew¬ 
ster Atwater, Jr., President and Chief Operating Officer; 
and Donald F. Swanson, Senior Executive Vice President 
and Chief Financial Officer. Sales from continuing oper¬ 
ations have grown $709 million, or 28 percent; three- 
quarters of this gain has come from growth of estab¬ 
lished products and services and new product entries 
and one-quarter from acquisitions. Earnings from con¬ 
tinuing operations have increased more than $31 million, 
or 32 percent. In fiscal 1978, return on average share¬ 
holders’ equity rose to a record 17.6 percent, and the 
company’s financial position became the strongest in 
more than a decade. 

All of this is tangible evidence of the dynamics which 
make up General Mills today. Our emphasis in reporting 
sales and profit gains must not obscure the fact that 
these results have been achieved through the individual 
and collective efforts of our dedicated workforce—66,574 
men and women working throughout the nation and 
around the world to help us attain our corporate goals. 


This earliest version of a Kenner Easy-Bake Oven 
is the first of six million toy ovens sold since its 
introduction in 1964. 



Social Responsibility 

Throughout its 50-year history —in fact, since the found¬ 
ing of its predecessor company in 1866 —General Mills 
has recognized the importance of its role as a corporate 
citizen. The company has consistently listened to its 
customers, striving always to be sensitive to consumer 
needs and to try sincerely to meet them. The aim always 
has been to produce quality products and to market 
them at prices which give consumers fair value, em¬ 
ployees fair wages and shareholder-owners fair return 
on their investments. 

At the same time, General Mills has sought to meet its 
social responsibilities in other ways: steadily increasing 
financial support to philanthropic causes, encouraging 
personal contributions of employee time and effort to 
community needs, supporting education and social serv¬ 
ices in a variety of ways. 

The company has been committed to nutrition education 
since the 1940’s and has maintained a program for grade 
school students. Since that time, General Mills has 
become one of the first companies to initiate a nutrition 
service for health professionals. By 1977, the company 
had expanded its nutrition education programs to reach 
health professionals, consumers, mass media represent¬ 
atives, federal and state legislators. More than 2,000,000 
booklets and leaflets on nutrition have been distributed 
to date, and nearly three billion of the company’s prod¬ 
uct packages have carried nutrition education messages. 

General Mills’ leadership in development of the program 
of enrichment for flour and bread is universally recog¬ 
nized. Flour enrichment became national policy during 
World War II, and some experts have termed the pro¬ 
gram the outstanding nutritional contribution of this 
century. 

The company has followed through in building nutrition 
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The present Chairman and three former Chairmen 
of the Board got together during a 50th anniver¬ 
sary celebration at General Mills’ headquarters: 
(left to right) E. Robert Kinney, Charles H. Bell, 
Gerald S. Kennedy, James P. McFarland. 



into its products. Nearly two decades ago, in 1961, 
the company introduced the first breakfast cereal forti¬ 
fied with eight essential vitamins — TOTAL. Breakfast 
Squares, a nutritious convenient food, was developed 
for the many people who skip breakfast because they 
can’t or won’t take time to sit down and eat. In 1971, 
vitamin and iron fortification was increased in the all¬ 
family cereals — Cheerios, Wheaties, Kix and Country 
Corn Flakes as well as other of the company’s products. 

The company has sought to find areas in which it can 
provide not only monetary support but also guidance 
based upon the expertise acquired through the success¬ 
ful operation of a major business. One such area led 
to the company’s involvement in Stevens Court, Inc., a 
central city rehabilitation project in Minneapolis. In an 
area consisting mainly of multi-family dwellings over 
40 years old, the company is restoring solid, attractive, 
older apartment buildings for low and moderate income 
people. General Mills, which has an 80 percent interest 
in Stevens Court, Inc., has to date invested approxi¬ 
mately $5,300,000 in the project. 

Meanwhile, since 1954, General Mills, through contribu¬ 
tions to the General Mills Foundation, has made avail¬ 
able $30,350,000 for educational, civic, cultural, health 
and welfare programs. Contributions by the Foundation 
have grown steadily from $18,500 in fiscal 1955 to 
$3,935,000 in fiscal 1978. Currently, the company and its 
subsidiaries have made additional direct contributions 
of $9,103,000 during the past 25 years, $853,000 in fiscal 
1978. 

Supplementing the direct monetary contributions, Gen¬ 
eral Mills supports in-depth studies of the American 
Family, providing valuable information for psycholo¬ 


gists, sociologists, doctors and others in a wide variety 
of disciplines as well as for the company. Issued in 
American Family Reports, the first study profiled the 
American family and money, the second raising children 
in a changing society. A third major study, dealing with 
the American family and health, is planned for release 
in April, 1979. 

As a result of General Mills’ affirmative action efforts, the 
percentage of minority group individuals in the com¬ 
pany’s United States based work force has grown to 19.1 
percent; the number of women has increased to 53.4 
percent. Because of the company’s continuing efforts, 
the number of minorities in “exempt” managerial or pro¬ 
fessional positions has increased by approximately 475 
percent, the number of women in that classification by 
more than 700 percent while the total number of people 
in positions of this type has gained almost 100 percent 
with growth of the company. 

The company’s affirmative action efforts embrace not 
only the employment and promotion of minorities and 
women, but also include qualified handicapped indi¬ 
viduals, Vietnam era veterans and older workers. 

As General Mills moves into its second 50 years, it 
remains committed to leadership in the marketing of 
consumer goods and services and to fulfillment of its 
responsibilities to shareholders, consumers, employees 
and society. The company believes the best way to meet 
those responsibilities is to provide quality products and 
services, priced to represent good value. Meanwhile, it 
continues to recognize its additional obligations to the 
social order that provides its opportunity to serve — the 
ideal of freedom and justice for all. 



Earnings 
Employed 
in the Business: 


Consolidated Results of Operations 

General Mills, Inc., and Subsidiaries 
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(Dollar Amounts, Except 
Per Share, In Millions) 


Fiscal Year Ended 


Costs and Expenses: 

Costs of sales, exclusive of items shown below. 

Depreciation expense (Note 1-B). 

Amortization expense (Note 1-D). 

Interest expense. 

Contributions to employees’ retirement plans (Notes 1-F and 8) 


Results from Discontinued Specialty Chemicals Operations (Note 12): 
Earnings from operations, net of taxes of $1.5 in 1978 and 

$4.8 in 1977 . 

Gain on disposal, net of taxes of $6.7. 


Earnings per Common Share and Common Share Equivalent (Note 1-1): 


Average number of common shares and common share 
equivalents (Notes 1-1 and 6). 


May 28, 
1978 

May 29, 
1977 

$3,243.0 

$2,782.8 

2,015.3 

56.1 

2.5 

29.3 

21.0 

873.6 

1,696.8 

42.1 

1.9 

25.7 

20.6 

777.0 

2,997.8 

2,564.1 

245.2 

218.7 

(116.4) 

(107.3) 

128.8 

111.4 

1.8 

5.2 

5.6 

$ 135.8 

$ 117.0 

$ 2.58 

$ 2.72 

$ 2.25 

$ 2.36 

49.9 

49.6 


(In Millions) Fiscal Year Ended May 28, May 29, 

_ _ _ l 978 1977 

Retained Earnings at Beginning of Year.$ 547.0 $ 469.1 

Add Net Earnings For The Year. 135.8 117.0 

Deduct Dividends on Common Stock: 

$0.97 per share in 1978 and $0.79 per share in 1977 . (48.2)_ (39.1) 


Retained Earnings at End of Year (Note 5).$ 634.6 $ 547.0 


See accompanying notes to consolidated financial statements 
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Consolidated Balance Sheets 

General Mills, Inc., and Subsidiaries 


Assets (In Millions) May 28, May 29, 

_ __JI978 _1977 

Current Assets: 

Cash. .$ 4.8 $ 14.8 

Marketable securities (at cost, approximates market value). 15.1 7.5 

Receivables: 

Customers . 282.1 223.0 

Miscellaneous . 23.7 _ 17.0 

305.8 240.0 

Less allowance for possible losses. (8.2) _ (8.4 ) 

297.6 231.6 

Inventories (Notes 1-C and 3). 440.2 425.8 

Prepaid expenses._ 30.7 _ 33.7 


Total Current Assets. 788.4 713.4 

Other Assets: 

Land, buildings and equipment (Note 1-B): 

Land . 53.7 49.1 

Buildings . 317.5 291.9 

Equipment . 462.3 435.3 

Construction in progress. 53.2 _ 52.8 

886.7 829.1 

Less accumulated depreciation. (299.7) ( 289.0 ) 

587.0 540.1 

Miscellaneous assets: 

Investment in 20-50% owned companies (Note 1-A). 12.7 11.1 

Other. 50.4 _ 22.5 

63.1 33.6 

Intangible assets (Note 1-D): 

Excess of cost over net assets of acquired companies. 163.5 150.4 

Patents, copyrights and other intangibles. 10.7 9.8 


Total Other Assets. 824.3 733.9 


Total Assets. $1,612.7 _ $1,447.3 


See accompanying notes to consolidated financial statements. 
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Liabilities and 
Stockholders’ 
Equity 


(In Millions) May 28, May 29, 

_1978_ 1977 

Current Liabilities: 

Notes payable (Note 4).$ 59.0 $ 27.7 

Current portion of long-term debt. 6.7 3.4 

Accounts payable and accrued expenses: 

Accounts payable — trade. 242.5 234.1 

Accounts payable — miscellaneous. 59.9 43.8 

Accrued payroll. 39.3 36.1 

Accrued interest . 4.9 5.4 

346.6 319.4 

Accrued taxes. 91.0 61.4 

Thrift accounts of officers and employees. — 3.3 


Total Current Liabilities. 503.3 415.2 

Other Liabilities: 

Long-term debt, excluding current portion (Note 5). 259.9 276.1 

Deferred Federal income taxes (Note 1-H). 11.1 14.9 

Deferred compensation . 14.1 7.5 

Other liabilities and deferred credits. 3.6 3.4 


Total Other Liabilities. 288.7 301.9 


Total Liabilities. 792.0 717.1 

Minority Interests . 5.6 5.3 

Stockholders’ Equity: 

Common stock (Notes 6 and 7). 193.2 192.5 

Retained earnings (Note 5). 634.6 547.0 

Less common stock in treasury, at cost. (12.7) (14.6) 


Total Stockholders’ Equity. 815.1 724.9 


Commitments, Litigation and Claims (Notes 2, 11, 13 and 14) 


$1,612.7 $1,447.3 


Total Liabilities and Stockholders’ Equity 
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Consolidated Changes in Financial Position 

General Mills, Inc., and Subsidiaries 


(In Millions) Fiscal Year Ended 

May 28, 

1978 

May 29, 

1977 

Working Capital Provided by: 





Earnings from continuing operations. 


$128.8 


$111.4 

Add non-cash items: 





Depreciation and amortization. 


58.6 


44.0 

Deferred Federal income taxes. 


(2.9) 


5.8 

Other . 


10.1 


3.9 

Working capital provided from continuing operations. 


194.6 


165.1 

Earnings from discontinued operations. 

$ 1.8 


$ 5.6 


Add non-cash items, principally depreciation. 

1.5 


3.5 


Working capital provided from discontinued operations. 


3.3 


9.1 

Total working capital provided from operations. 


197.9 


174.2 

Chemicals sale proceeds, net of working capital sold and 





noncurrent note received (Note 12). 


22.1 


— 

Proceeds from long-term debt issued. 


3.7 


2.7 

Common stock issued. 


2.6 


23.1 

Other sources. 


3.1 


3.6 

Total Working Capital Provided . 


229.4 


203.6 

Working Capital Used for: 





Gross additions to buildings and equipment. 

140.5 


117.1 


Less proceeds from sales. 

(7.3) 


(9.5) 


Net additions to buildings and equipment. 


133.2 


107.6 

Purchase price of businesses acquired. 

43.4 


22.4 


Less working capital acquired. 

(14.6) 


(1.9) 


Balance . 


28.8 


20.5 

Consisting of—Fixed assets. 

10.9 


11.6 


— Intangibles and miscellaneous assets. 

19.9 


13.8 


— Long-term debt. 

(2.1) 


(4.6) 


— Other . 

.1 


(.3) 


Dividends . 


48.2 


39.1 

Reduction of long-term debt. 


22.6 


13.2 

Common stock repurchased. 


— 


16.4 

Other uses . 


9.7 


3.7 

Total Working Capital Used. 


242.5 


200.5 

Net Increase (Decrease) in Working Capital . 


(13.1) 


3.1 

Consisting of — Cash and marketable securities. 

(2.4) 


(59.5) 


— Receivables. 

66.0 


15.6 


— Inventories . 

14.4 


72.2 


— Payables. 

(88.1) 


(37.5) 


— Prepaid expenses. 

(3.0) 


12.3 


Working Capital at Beginning of Year. 


298.2 


295.1 

Working Capital at End of Year . 


$285.1 


$298.2 


See accompanying notes to consolidated financial statements. 
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Note One 


Note One-A 


Note One-B 


Note One-C 


Note One-D 


Summary of Significant Accounting Policies 

Significant accounting policies followed in 
preparing the consolidated financial state¬ 
ments are summarized below. These policies 
conform to generally accepted accounting 

Consolidation 

The consolidated financial statements include 
the following domestic and foreign operations: 
(1) parent company operations and 100% 
owned subsidiaries; (2) majority-owned sub¬ 
sidiaries; and (3) General Mills’ investment in 
and share of net earnings or losses of 20-50% 
owned companies. 

Land, Buildings, Equipment and Depreciation 

Land, buildings and equipment are stated sub¬ 
stantially at cost. 

Part of the cost of buildings and equipment is 
charged against earnings each year as depre¬ 
ciation expense. This amount is computed 
primarily by the straight-line method, which 
means that equal amounts of depreciation ex¬ 
pense are charged against operations each 
year during the useful life of an item. For tax 
purposes, accelerated methods of deprecia¬ 
tion are used which provide more depreciation 
expense in the early years than in the later 
years of the life of the item. The related tax 
effect for accelerated depreciation is reflect¬ 
ed in deferred federal income taxes. 

The useful lives employed for computing de¬ 
inventories 

Grain and flour inventories are valued at mar¬ 
ket. Grain inventories are adjusted to include 
unrealized gains and losses on open grain 
purchase and sale contracts. 

Certain domestic inventories are valued at the 
lower of cost (determined by the LIFO method) 

Amortization of Intangibles 

The costs of patents and copyrights are amor¬ 
tized evenly over their lives by charges against 
earnings. Most of these costs were incurred 
through purchases of businesses. 

“Excess of cost over net assets of acquired 
companies” (excess cost) is the difference 
between purchase prices and the values of 
assets of businesses acquired and accounted 
for by the purchase method of accounting. 


principles and have been consistently applied. 
Some 1977 amounts have been reclassified to 
conform to 1978’s presentation. Also see Note 
12 in this regard. 


All significant intercompany items have been 
eliminated from the consolidated financial 
statements. 

The fiscal years of foreign operations general¬ 
ly end in April. 


preciation on principal classes of buildings 
and equipment are: 

Buildings.20-50 years 

Machinery and equipment... 5-25 years 
Office furniture and 

equipment. 5-10 years 

Transportation equipment... 3-12 years 

General Mills’ policy is to charge mainte¬ 
nance, repair and minor renewal expenses to 
earnings in the year incurred and to charge 
major improvements to buildings and equip¬ 
ment accounts. When major items are sold or 
retired, the accounts are relieved of cost and 
the related accumulated depreciation. Gains 
and losses on assets sold or retired are cred¬ 
ited or charged to results of operations. 


or market. See Note 3 for the amount of inven¬ 
tories valued by the LIFO method. 

Other inventories are generally stated at the 
lower of cost (determined by the FIFO method) 
or market. 


Any excess cost acquired after October, 1970, 
is amortized over not more than 40 years. 
Annually, the Audit Committee of the Board 
of Directors reviews these intangibles and re¬ 
duces their balances if the values have dimin¬ 
ished. At its meeting on May 22, 1978, the 
Board of Directors confirmed that the remain¬ 
ing amounts comprising the excess cost have 
continuing value. 
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Financial Statements 


Note One-E Research and Development 

All expenditures for research and develop- 1978 and 1977 were $30.5 and $25.8, respec- 
ment are charged against earnings in the year tively. 
incurred. The charges (in millions) for fiscal 


Note One-F 


Contributions to Employees’ Retirement Plans 

Contributions to defined-benefit plans are de¬ 
termined by enrolled actuaries using various 
methods and assumptions they consider ap¬ 
propriate in the circumstances of each plan. 
There were no significant changes in actuarial 
methods or assumptions during fiscal 1978. 


Contributions to defined-contribution plans 
are made in conformity with plan provisions. 

It is the company’s policy to fund with cash 
contributions charged to operations. See Note 
8 for additional information. 


Note One-G 


Foreign Exchange 

Foreign balance sheet accounts are trans¬ 
lated into U. S. dollars at year-end exchange 
rates except for such accounts as inventories, 
land, buildings, equipment and capital stock, 
which are translated at the rates which were 
in effect when the items were acquired. 
Monthly income and expense amounts are 


translated at month-end rates, except that de¬ 
preciation and cost of sales are translated at 
the same rate as the related assets. All gains 
and losses from translation procedures (and 
open forward exchange contracts) are credit¬ 
ed or charged to income immediately, with¬ 
out deferral. 


Note One-H 


Income Taxes 

Investment tax credits are accounted for by 
the flow-through method. Taxes on income are 
thus reduced by the amount of credit arising 
during the year. 

Deferred income taxes result from timing dif¬ 
ferences between income for financial report¬ 
ing purposes and tax purposes. These differ¬ 


ences relate principally to depreciation and 
discontinued operations. 

The company accrues estimated income 
taxes payable on those earnings of foreign 
subsidiaries which are expected to be re¬ 
mitted to the parent company. See Note 10 
for additional details. 


Note One-I 


Earnings Per Share 

The weighted (over 12 months) average 
number of common shares outstanding and 
common share equivalents are totaled in 
determining earnings per common share and 
common share equivalent. The common share 
equivalents represent potentially dilutive com¬ 
mon shares as follows: (1) shares of common 
stock reserved for issuance upon exercise of 


outstanding stock options (34,678 in 1978 
and 102,519 in 1977); (2) treasury shares 
reserved for issuance under an incentive com¬ 
pensation plan (60,641 in 1978 and 59,031 in 
1977); and (3) shares for former owners of 
certain acquired companies, earned through 
profit performance contracts (105,874 in 1978 
and none in 1977). 


Note One-J Replacement Cost Information 

See page 45 for a discussion of unaudited re¬ 
placement cost information. 


Notes to Consolidated 
Financial Statements 


37 


Note Two 


Acquisitions 


The company made the following major acquisitions during the past two fiscal 

years: 

Fiscal Year 1978 

Ownership 

Date 

Major 


Acquired 

Product 

Yoplait USA, Inc. 

100% 

Oct., 1977 

Food 


Processing 

Ship’n Shore, Inc. 

100% 

Sept., 1977 

Apparel 

Fiscal Year 1977 




York Steak House Systems, Inc. 

100% 

April, 1977 

Restaurants 

Wallpapers To Go, Inc. 

100% 

March, 1977 

Specialty 

Retailing 

All of the above were accounted for by the 

in partially-owned companies and additional 

purchase method. Following are the cash 

payments under performance earnings agree- 

and common stock costs of these and other 
minor acquisitions, plus increased ownership 

ments: 



(Dollars in Millions) 


Fiscal Year 

Acquisitions 


1978 

1977 

— Cash. 



$ 0.4 

— Shares . 



668.339(b) 

Increased ownership in partially-owned companies and 



performance earnings payments (c) 




— Cash. 



$ 3.1 

— Shares . 



79,692 

(a) General Mills purchased 100% of the com- 

performance earnings payments. The amount 


mon stock of Ship ’n Shore for $35.1 in cash. 
In addition, the company purchased the assets 
and operations of Yoplait for $4.3 in cash. 
One other minor acquisition was made for $2.0 
cash. 

(b) General Mills purchased all the common 
stock of York Steak House in exchange for 
558,362 shares of General Mills’ stock. Like¬ 
wise, the company purchased 100% of Wall¬ 
papers To Go shares in exchange for 109,977 
shares of General Mills’ common stock. 

(c) As of May 28,1978, General Mills was con¬ 
tingently liable for up to $10.2 of additional 


of payments will depend on actual earnings 
achieved. 

Sales, costs and earnings of businesses ac¬ 
counted for as purchases are included in re¬ 
sults of operations from the dates of acquisi¬ 
tion. For the 52-week period corresponding 
with General Mills’ fiscal year ended May 29, 
1977, Ship’n Shore had sales of approximate¬ 
ly $70 million. Related earnings were not 
significant to General Mills’ consolidated earn¬ 
ings. Other acquisitions in fiscal 1978 and 
1977 affected consolidated sales and earn¬ 
ings by less than 1% each in the year of 
acquisition. 


Note Three 


Inventories 

Following is a comparison of year-end inventories: 

(In Millions) May 28,~ May 29, 

1978 1977 

Grain, family flour and bakery flour.$ 35.8 $ 43.3 

Raw materials, work in process, finished goods and 
supplies as follows: 

Valued at LIFO. 187.0 169.9 

Valued primarily at FIFO. 217.4 212.6 

Total inventories.$440.2 $425.8 
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Notes to Consolidated 
Financial Statements 


Note Three 

Continued 


Note Four 


Note Five 


If the FIFO method of inventory accounting ventories as used in determining consolidated 
had been used in place of LIFO, inventories costs of sales (including discontinued opera- 
tin millions) would have been $29.3 and $18.7 tions) are as follows (in millions): 


higher than reported at May 28,1978, and May 

29, 1977, respectively. See Note 1-C for a de- May 28, 1978 .$440.2 

scription of inventory valuation policies. May 29, 1977 425.8 

The total amounts of opening and closing in- May 30, 1976 . 353.7 


Short-Term Borrowings 

The components of notes payable are as follows: 


(Dollars in Millions) 

May 28,1978 

May 29,1977 


Balance 

Interest 

Balance 

Interest 



Rate 


Rate 

Foreign banks. 

. $34.8 

9.1% 

$20.9 

11.3% 

U.S. commercial paper. 

. 24.0 

6.9 

6.0 

5.6 

Miscellaneous. 

. .2 

5.7 

.8 

4.8 

Total . 

. $59.0 


$27.7 



The average balances outstanding, and the average interest rates incurred, were as follows: 


(Dollars in Millions) 

Average 

Balance 

Average Interest Rates 


Outstanding 
In Fiscal ’78 

Fiscal 

Fiscal 


1978 

1977 

Foreign banks. 

. $36.0 

9.5% 

12.2% 

U.S. commercial paper. 

. 48.6 

6.2 

5.4 

Miscellaneous. 

Total. 

. .9 

. $85.5 

8.9 

5.3 


The maximum amount of notes payable out¬ 
standing at any month end during fiscal 1978 
was $157.6 million on November 27, 1977. 

The company maintains unsecured domestic 
credit lines to support its commercial paper, 
and to ensure the availability of funds if 
needed. At May 28, 1978, the company had 


$39 million of such domestic lines available. 
Substantially all 1978 domestic credit lines 
were fee-paid. As of May 28, 1978, foreign 
subsidiaries had $58 million of unused credit 
lines. The amount of the credit lines and the 
cost thereof are generally negotiated each 
year. 


Long-term Debt 

(In Millions) May 28, May 29, 

1978 1977 

7% sinking fund Eurodollar debentures, due November 1,1980 .$ 11.0 $ 12.0 

Three 25-year 414% promissory notes of $10 million each, 

due May 1, 1982, May 1, 1983, and May 1, 1984 . 30.0 30.0 

8% sinking fund Eurodollar debentures, due March 1, 1986 . 12.8 15.1 

4%% sinking fund debentures, due August 1, 1990 . 20.1 22.0 

8%% sinking fund debentures, due October 15, 1995 . 73.1 83.0 

8% sinking fund debentures, due February 15, 1999 . 98.7 98.6 

Miscellaneous debt. 20.9 _ 18.8 

266.6 279.5 

Less amounts due within one year. 6.7 _ 3.4 


$259.9 $276.1 
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Note Five 

Continued 


Note Six 


Note Seven 


The above amounts are net of unamortized 
bond discount ($2.6 million in 1978 and $2.9 
million in 1977). 

The sinking fund and principal payments due 
(in millions) on long-term debt are $6.7, $11.7, 
$12.8, $24.1 and $24.9 in fiscal years ending 


in 1979, 1980, 1981, 1982 and 1983, respec¬ 
tively. 

The terms of the promissory note agreements 
place restrictions on the payment of divi¬ 
dends, capital stock purchases and redemp¬ 
tions. At May 28, 1978, $417.6 million of re¬ 
tained earnings was free of such restrictions. 


Changes in Capital Stock 

The following table describes changes in the $0.75 par value common stock from May 30,1976, 
to May 28, 1978: 

(Dollars in Millions) Common Stock (70,000,000 shares authorized) 


Issued 

In Treasury 

Shares Amount 

Shares Cost 


Balance at May 30, 1976 . 

Stock option and profit sharing plans .... 

Shares repurchased on open market. 

Shares issued — acquisitions and other .. 

.49,451,792 

117,828 

. . 638,054 

$172.9 

3.8 

15.8 

116,517 

(22,729) 

560,000 

(109,977) 

$ 1.6 
(•3) 
16.4 
(3.1) 

Balance at May 29, 1977 . 

Stock option and profit sharing plans .... 
Shares issued — other (Note 2). 

. . 50,207,674 
27,553 

$192.5 

.9 

(•2) 

543,811 

(19,374) 

(55,659) 

$14.6 

(.3) 

(1.6) 

Balance at May 28, 1978 . 

. . 50,235,227 

$193.2 

468.778 

$12.7 


The shareholders also have authorized 
5,000,000 shares of cumulative preference 
stock, no par value. None of these shares was 
outstanding during either fiscal 1978 or 1977. 
If the shares are issued, the Directors may 
specify a dividend rate, convertibility rights, 

Number of Shares 

Stock options outstanding (Note 7). 

Stock options available for grant. 

Performance payments (Note 2). 

Incentive plan (Note 9). 

Purchase minority interests (Note 13). 


liquidating value and voting rights at the time 
of issuance. 

Some of the unissued shares of common stock 
are issuable for the following purposes: 


May 28, May 29, 
1978 _ 1977 

1,562,892 1,357,095 

243,200 554,550 

340,000 448,000 

81,387 81,135 

1,840,000 2,254,000 


Stock Options 

In September, 1975, the shareholders of Gen¬ 
eral Mills, Inc., approved a stock option plan. 
Under the plan, options for the purchase of 
1,200,000 shares of the company’s common 
stock may be granted to officers and key em¬ 
ployees. The plan expires on August 31, 1980. 
The options may be granted subject to ap¬ 
proval of the Compensation Committee of the 
Board of Directors, at a price of not less than 
100% of fair market value on the date the op¬ 
tion is granted. Options now outstanding in¬ 
clude some granted under a previous stock 
option plan which has expired and under 


which no further options may be granted. 
Both plans provide for termination of options 
at either five or 10 years after date of grant, 
with certain exceptions due to death, dis¬ 
ability or retirement. 

In September, 1977, the shareholders ap¬ 
proved an amendment to the plan which per¬ 
mits the granting of appreciation rights in 
tandem with options granted. Upon exercise 
of a right, the option is cancelled and the 
holder, subject to certain limitations, receives 
in stock or cash an amount equal to the appre¬ 
ciation between the option price and the mar- 
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Continued 


Note Eight 


ket value of the stock on the date of exercise. 
On May 28, 1978, there were 304,160 appreci¬ 
ation rights outstanding at an average option 


price of $28.92. 

Information on stock options is shown in the 
following table. 


(Dollar Amounts, Except 
Per Share, In Millions) 


Granted: 

1977 . 

1978 . 

Became exercisable: 

1977 . 

1978 . 

Exercised: 

1977 . 

1978 . 


Shares 

180.700 

367.700 

276,205 

229,589 

117,828 

27,553 


Expired: 

1977 . 29,083 

1978 . 134,350 

Outstanding at year end: 

1977 — to 335 officers and employees .1,357,095 

1978 —to 425 officers and employees .1,562,892 

(a) At date of grant. (b) At date exercisable. 


Average Per Share 

Total 

Option Fair Market Fair Market 
Price Value Value 


$29.38 

27.87 

$29.38 

27.87 

$ 5.3(a) 
10.2(a) 

29.78 

29.68 

29.15 

27.97 

8.1(b) 

6.4(b) 

24.24 

26.90 

30.43 

29.58 

3.6(c) 

0.8(c) 

30.05 

28.87 

30.05 

28.87 

0.9(a) 

3.9(a) 

28.95 

28.74 

28.95 

28.74 

39.3(a) 

44.9(a) 


(c) At date exercised. 


Employees’ Retirement Plans 

The company and manyof its subsidiaries have 
retirement plans covering most domestic and 
some foreign employees. Most plans provide 
for retirement at age 65 with benefits based 
on length of service and the employee’s earn¬ 
ings. A few plans provide for benefits based 
on accumulated contributions and investment 
income. 

The following aggregated information on the 
company’s pension plans is based on the lat¬ 
est actuarial estimates preceding each fiscal 
year end. For most plans the estimates are 
made as of January 1 of the same year in 
which the fiscal year ends. 


(In Millions) 1978 1977 

Present value of participants’ 
benefits: 

Vested.$230 $208 

Non-vested. 14 16 

Total . $244 $224 

Market value of assets in 

trust funds.$224 $199 

Unfunded vested benefits.$21 $ 16 


Subsequent to the time the 1978 estimates 
were prepared, the company improved ben¬ 
efits in several plans. The present value of 
participants’ vested benefits increased ap¬ 
proximately $12 million as a result of these 
improvements. 
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Note Nine 


Note Ten 


Note Eleven 


Profit-sharing Plans 

General Mills and a few subsidiaries have cer¬ 
tain profit-sharing plans which function as in¬ 
centives. These plans cover key individuals 
who have the greatest opportunity to contrib¬ 
ute to current earnings and successful future 
operations. 

The awards under these particular plans gen¬ 
erally depend on profit performance in rela¬ 
tion to pre-established goals, and are mostly 


available in cash shortly after year end. These 
plans and payments are approved by the 
Board of Directors upon recommendation of 
the Compensation Committee. This commit¬ 
tee consists of Directors who are not mem¬ 
bers of General Mills’ management. The 
profit-sharing distribution (in millions) was $4.9 
in fiscal 1978 and $4.2 in 1977. 


Taxes on Income 

The provision for taxes on income from con¬ 
tinuing operations is made up of the following: 


(In Millions) 

Fiscal Year 

1978 1977 

Federal taxes. 

$103.3 

$ 86.1 

Foreign taxes. 

9.2 

9.7 

State and local taxes .... 

. 13.6 

10.3 

Deferred taxes. 

• (2.9) 

5.8 

U.S. investment tax credit 

. (6.8) 

(4.6) 


Total taxes on income $116.4 $107.3 


Deferred taxes result from timing differences 
in the recognition of revenue and expense for 
tax and financial statement purposes. The tax 
effects of these differences are as follows: 


(In Millions) Fiscal Year 



1978 

1977 

Depreciation. 

00 

00 

*0 

$ 2.5 

Discontinued operations . 

— 

3.3 

Other. 

.. (6.7) 

— 

Total deferred taxes. 

..$ (2.9) 

$ 5.8 


The effective tax rate is different from the 
statutory U. S. Federal income tax rate of 48% 
for the following reasons: 



Fiscal Year 


1978 

1977 

U.S. statutory rate. 

. .48.0% 

48.0% 

State and local income 
taxes, net of Federal 

tax benefits. 

. . 2.9 

2.4 

Investment tax credit .. .. 

• • (2.8) 

(2.1) 

Other . 

• • (-6) 

.8 

Effective income tax 

rate. 

. .47.5% 

49.1% 

Unremitted earnings of 

foreign 

operations 


amounting to $69.9 million are expected by 
management to be permanently reinvested. 
Accordingly, no provision has been made for 
additional foreign or U. S. taxes which would 
be payable if such earnings were to be remit¬ 
ted to the parent company as dividends. Pro¬ 
vision has been made for additional taxes on 
undistributed earnings in excess of this 
amount. These additional taxes were not 
material in either fiscal 1978 or 1977. 


Leases 

Rent expense for continuing operations (in 
millions) was $28.9 in fiscal 1978 and $21.7 in 
1977. Some leases require payment of prop¬ 
erty taxes, insurance and maintenance costs 
in addition to the rent payments. Contingent 
and escalation rent in excess of minimum rent 


payments totaled approximately $2.4 million 
for fiscal 1978. Sublease income netted in 
rent expense was insignificant. 

An analysis of rent expense and future rent 
commitments, by type of property rented, is 
as follows: 
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(In Millions) 

Rent 

Expense 

Fiscal 



Non-Cancellable Rent Commitments 




Year 

1978 

1979 

1980 

1981 

1982 

1983 

After 

1983 

Total 

Computers . 

Retail and 

... $ 5.4 

$ 4.0 

$ 2.6 

$ 1.4 

$ .9 

$ .5 

$ - 

$ 9.4 

restaurant space . . 

. . . 8.3 

7.8 

7.7 

7.3 

7.0 

6.4 

46.4 

82.6 

Office space . 

. . . 5.0 

4.9 

4.1 

3.5 

2.9 

2.4 

10.4 

28.2 

Warehousing. 

. . . 3.0 

1.8 

1.3 

.9 

.8 

.6 

4.6 

10.0 

All other. 

. . . 7.2 

2.8 

2.2 

1.9 

1.6 

1.4 

5.1 

15.0 

Total. 

. . $28.9 

$21.3 

$17.9 

$15.0 

$13.2 

$11.3 

$66.5 

$145.2 


The present value of the above commitments, as of May 28,1978, was $92.3 million. 


Note Twelve 


Sale of Chemical Operations 

On August 31, 1977, General Mills sold its 
specialty chemical operations to Henkel 
KGaA, a West German company. Sales pro¬ 
ceeds were $71.8 million in cash plus a $22.9 
million eight-year note in exchange for inter¬ 
corporate debt. The after-tax gain on the sale 
was $5.2 million. 

Amounts previously reported in fiscal 1977’s 
consolidated results of operations, and con¬ 
solidated changes in financial position, have 
been restated to report separately the results 
of the specialty chemical operations. For the 
fiscal year ended May 29,1977, the operations 


sold accounted for $126.6 million in sales; 
$5.6 million in net earnings; and $54 million 
in net assets as follows: 


(In Millions) Amount 

Current assets.$ 63 

Land, buildings and equipment, net. 39 

Other assets. 3 

Total assets. $105 

Current liabilities. 24 

Non-current liabilities. 3 

Intercorporate debt. 24 

Total liabilities. $ 51 

Net assets.$ 54 


Note Thirteen 


Other Commitments 

At May 28, 1978, authorized but unexpended 
appropriations for property additions and im¬ 
provements were $90.2 million. 

In addition, there are options outstanding to 
purchase the remaining minority interests of 
some partially-owned companies. The options 
could have a maximum cost to General Mills 
of up to $57.6 million, the major portion of 
which could be payable with shares of com¬ 
mon stock. In general, the option contracts 
provide for payments which are dependent 


upon average annual growth rates in after-tax 
earnings. The main option periods run from 
1979 to 1986. In addition to these minority 
interests which may be purchased at General 
Mills’ option, some minority interests have the 
right during the same time period to require 
General Mills to purchase their interests, at an 
estimated cost of up to $46.1 million. 

See Note 2 for additional performance earn¬ 
ings payments which may become due in the 
future. 


Note Fourteen 


Litigation and Claims 

In management’s opinion, all claims or litiga¬ 
tion pending at May 28, 1978, which could 
have a significant effect on the consolidated 
financial position of General Mills, Inc., and 
its subsidiaries have been provided for in the 
accounts. The FTC complaint described be¬ 


low is discussed because of the significance 
of the company’s cereal business. 

In 1972, the Federal Trade Commission (FTC) 
issued a complaint against General Mills, 
Kellogg Co., General Foods Corporation and 
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Note Fourteen 

Continued 


Note Fifteen 


the Quaker Oats Company, alleging that the 
four companies share an illegal monopoly of 
the ready-to-eat cereal industry. The FTC 
seeks relief in the forms of divestiture of cer¬ 
tain cereal-producing assets, licensing of 
cereal brands and prohibitions of certain 
practices and future acquisitions in the cereal 
industry. The four companies have denied the 
allegations. An FTC administrative law judge 
started hearing testimony in April, 1976. On 
February 24, 1978, the administrative law 
judge issued an order dismissing the com¬ 
plaint as to the Quaker Oats Company. 


In the spring of 1978, the FTC completed its 
presentation, and the companies commenced 
their presentations. The hearing is expected 
to be completed within another year. The 
judge’s findings will then be subject to review 
by the FTC. Any adverse decision by the FTC 
will then be subject to further review in U. S. 
Federal courts. The company expects the 
matter to take several years and involve cost¬ 
ly litigation. In the opinion of General Mills’ 
General Counsel, the company’s ready-to-eat 
cereal activities do not violate existing anti¬ 
trust laws. The company will continue to con¬ 
test the complaint vigorously. 


Quarterly Data (unaudited) 

Summarized quarterly data (in millions, except for per share and market price amounts) for 
fiscal 1978 and 1977 are as follows: 


Fiscal 1978 

August 

Three Months Ended 
November February 

May 

Sales from continuing operations . . . 

. . . $764.2 

928.9 

742.9 

807.0 

Gross profit thereon (a). 

. . . $300.7 

361.6 

276.7 

288.7 

Earnings, continuing operations . ... 

... $ 37.5 

43.9 

25.4 

22.0 

Net earnings. 

... $ 39.3 

49.1 

25.4 

22.0 

Continuing operations, 
earnings per share. 

...$ .75 

.88 

.51 

.44 

Net earnings per share. 

... $ .79 

.98 

.51 

.44 

Dividends per share. 

. . . $ .22 

.25 

.25 

.25 

Market price of common stock: 

High . 

... $ 31 

31 Va 

31% 

31 % 

Low. 

... $ 26V4 

26% 

27 

26% 

Fiscal 1977 

Sales from continuing operations 

. . . $688.5 

798.1 

636.9 

659.3 

Gross profit thereon (a). 

. . . $266.7 

317.4 

250.0 

251.9 

Earnings, continuing operations ... 

. . .$ 31.6 

37.7 

23.0 

19.1 

Net earnings. 

... $ 32.2 

39.7 

23.8 

21.3 

Continuing operations, 
earnings per share. 

... $ .64 

.76 

.46 

.39 

Net earnings per share. 

... $ .65 

.80 

.48 

.43 

Dividends per share. 

..$ .19 

.19 

.19 

.22 

Market price of common stock: 

High . 

... $ 34 Ve 

35% 

351/4 

293/4 

Low. 

... $ 26% 

29V 8 

29 

26V2 


(a) Before charges for depreciation and retirement costs. 


During the first quarter of fiscal 1977, the 
company terminated its xanthan gum projects, 
resulting in an after-tax charge of $1.8 mil¬ 
lion. During 1977, the company’s Mexican 
operations were affected by the floating of the 
peso. This caused an after-tax charge of $7.0 


million in the second quarter, partly offset by 
credits of $1.0 million in the third quarter and 
$0.5 million in the fourth. See Note 12 for a 
description of the sale of the company’s spe¬ 
cialty chemicals business in fiscal 1978. 
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Segment Information 

General Mills classifies its operations into 
four major product segments—Food Process¬ 
ing; Restaurant Activities; Crafts, Games and 
Toys; and Apparel, Accessories, Specialty Re¬ 
tailing and Other. These segments are similar 
to those which have been reported in prior 
years as “Major Product Groups.” 


Data for General Mills’ product segments are 
shown below. Transfers between segments, 
and export sales, are both immaterial. Corpo¬ 
rate expenses include interest expense, profit 
sharing and general corporate expenses. Cor¬ 
porate assets consist mainly of cash, time de¬ 
posits, marketable securities and investments 
in unconsolidated companies. 


(In Millions) 

Fiscal 1978 

Food 

Processing 

Restaurant 

Activities 

Crafts, 
Games 
and Toys 

Apparel, 
Accessories, 
Specialty 
Retailing 
and Other 

Unallocated 

Corporate 

Items 

Specialty 

Chemicals 

(Discon¬ 

tinued) 

Consoli¬ 

dated 

Total 

Sales. 

.$1,861.6 

354.9 

492.3 

534.2 

— 

— 

$3,243.0 

Operating profits. 

.$ 169.0 

35.9 

62.7 

48.0 

(70.4) 

— 

$ 245.2 

Identifiable assets. 

.$ 673.8 

193.6 

337.2 

329.7 

78.4 

— 

$1,612.7 

Capital expenditures. 

.$ 58.2 

34.5 

26.0 

15.2 

4.8 

1.8 

$ 140.5 

Depreciation expense. 

.$ 26.6 

8.7 

13.3 

5.5 

2.0 

— 

$ 56.1 

Fiscal 1977 








Sales. 

.$1,734.7 

240.9 

403.3 

403.9 

— 

— 

$2,782.8 

Operating profits. 

.$ 163.2 

25.7 

52.4 

36.3 

(58.9) 

— 

$ 218.7 

Identifiable assets. 

.$ 612.5 

165.2 

276.1 

241.0 

47.2 

105.3 

$1,447.3 

Capital expenditures. 

.$ 49.7 

32.3 

19.0 

7.0 

4.3 

4.8 

$ 117.1 

Depreciation expense. 

.$ 21.4 

6.1 

9.0 

4.2 

1.4 

— 

$ 42.1 


A reanalysis of sales, profits and assets, by geographic areas in which the company operates, 
is shown below. Transfers between areas are not material. 


(In Millions) 

Fiscal 1978 

U.S.A. 

Other 

Western 

Hemisphere 

Europe 

Other 

Unallocated 

Corporate 

Items 

Specialty 

Chemicals 

(Discon¬ 

tinued) 

Consoli¬ 

dated 

Total 

Sales. 

.$2,735.6 

152.8 

339.0 

15.6 

— 

— 

$3,243.0 

Operating profits. 

.$ 286.5 

11.7 

16.1 

1.3 

(70.4) 

— 

$ 245.2 

Identifiable assets. 

.$1,245.7 

90.5 

191.1 

7.0 

78.4 

— 

$1,612.7 

Fiscal 1977 








Sales. 

.$2,344.9 

134.3 

291.2 

12.4 

— 

— 

$2,782.8 

Operating profits. 

.$ 251.4 

5.5 

19.8 

.9 

(58.9) 

— 

$ 218.7 

Identifiable assets. 

.$1,046.5 

81.5 

159.9 

6.9 

47.2 

105.3 

$1,447.3 
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Peat, Marwick, Mitchell fk Co. 

CERTIFIED PUBLIC ACCOUNTANTS 
1700 IDS CENTER 
MINNEAPOLIS. MINNESOTA 50408 


The Stockholders and the Board of Directors 
General Mills, Inc.: 

We have examined the consolidated balance 
sheets of General Mills, Inc. and subsidiaries 
as of May 28, 1978 and May 29, 1977 and the 
related consolidated statements of results of 
operations, earnings employed in the busi¬ 
ness and changes in financial position for the 
fiscal years then ended. Our examinations 
were made in accordance with generally ac¬ 
cepted auditing standards, and accordingly 
included such tests of the accounting records 

July 21, 1978 


and such other auditing procedures as we 
considered necessary in the circumstances. 

In our opinion, the aforementioned consoli¬ 
dated financial statements present fairly the 
financial position of General Mills, Inc. and 
subsidiaries at May 28,1978 and May 29,1977 
and the results of their operations and the 
changes in their financial position for the fis¬ 
cal years then ended, in conformity with gen¬ 
erally accepted accounting principles applied 
on a consistent basis. 

(Ij ' Co. 


The Securities and Exchange Commission 
now requires that annual 10-K reports contain 
replacement cost information for fixed assets, 
inventories, cost of sales and depreciation ex¬ 
penses. Stockholders wishing to obtain such 
information should request a copy of Form 
10-K in accordance with the instructions on 
page 49. 

General Mills is acutely aware of the impact 
of inflation on its operations. However, the 
company believes its operating philosophies 
and practices have enabled it (and will con¬ 
tinue to enable it) to combat effectively the 
effects of inflation. Further, the company feels 
that replacement cost information by itself 
does not recognize the customary relation¬ 
ships between cost and productivity changes 
and selling price changes. By effective cost 
controls on purchasing, manufacturing and 
other activities, the company has maintained 
profit margins at levels sufficient to distribute 
quality products at competitive prices and to 
earn reasonable returns on investments in ad¬ 
dition to paying regular and increasing quar¬ 
terly dividends. Barring unusual economic or 
regulatory conditions, the company expects 
to maintain reasonable profit margins and re¬ 
turns on such investments in the future. 


Inflation affects General Mills’ balance sheet 
and operating results primarily in the working 
capital and fixed asset areas. Inflation’s effect 
on the cost of sales has been minimized by the 
conversion to LIFO valuation methods in 1975 
for a substantial portion of domestic inven¬ 
tories. While inflation’s annual impact on re¬ 
placement of existing production capacity is 
minimal because of the long time span over 
which replacements occur, its long-run result 
is that accumulated depreciation is insufficient 
to replace fully depreciated production capac¬ 
ity. Moreover capital requirements for growth 
through new products and/or new systems are 
of significant importance to General Mills. 
The increasing costs for growth projects make 
more difficult the attainment of satisfactory 
returns on investment. 

The SEC has correctly emphasized that there 
are substantial unresolved theoretical prob¬ 
lems with replacement cost concepts. Further, 
investors should understand that because of 
different estimating techniques and the many 
different specific factual circumstances in¬ 
volved, the data are subject to judgmental 
factors and may not be comparable among 
companies, especially companies which pur¬ 
chased their assets at different times. 









Management’s Discussion and 
Analysis of Earnings 


Fiscal Year 1978 


Sales From Continuing Operations. Sales in¬ 
creased 16.5 percent. Gains over fiscal 1977 were 
attained by each of General Mills’ four major busi¬ 
ness segments: 7.3 percent for food processing, 
47.3 percent for restaurant activities, 22.1 percent 
for crafts, games and toys and 32.3 percent for 
apparel, accessories, specialty retailing and other. 
More than half of the gain resulted from volume in¬ 
creases, including the benefits of new investments. 

Costs and Expenses From Continuing Operations. 

Costs and expenses increased $433.7 million, or 
16.9 percent, over the prior year. This largely re¬ 
flects growth in volume of products and services 
with attendant increases in raw materials and oth¬ 
er direct expenses. Substantial increases in sales 
promotion expenditures, including a $25.2 million 
increase in media costs, resulted in an overall 
increase of $96.6 million, or 12.4 percent, in selling, 
general and administrative expenses. Depreciation 
and amortization expenses increased 33.2 per¬ 
cent, primarily because of increased fixed asset 
investments and new business acquisitions. Inter¬ 
est expense increased about 14.0 percent, reflect¬ 
ing increased working capital requirements neces¬ 
sary to finance a higher sales base. 


Analysis of Earnings. Earnings from continuing 
operations increased 15.6 percent to $128.8 mil¬ 
lion. Fiscal 1977 results were adversely affected 
by an after-tax charge of $5.5 million, mostly for 
continuing operations, because of the impact on 
the company’s Mexican operations from the float¬ 
ing of the peso. Fiscal 1978 results were not ma¬ 
terially affected by foreign currency experiences. 
The effective tax rate declined to 47.5 percent from 
49.1 percent in fiscal 1977, largely because of the 
improved foreign currency experience and larger 
investment tax credits. Compared with the prior 
year, total operating profits from continuing oper¬ 
ations increased 13.7 percent with gains reported 
by each of General Mills’ major business seg¬ 
ments: 3.6 percent for food processing, 39.7 per¬ 
cent for restaurant activities, 19.7 percent for 
crafts, games and toys, and 32.2 percent for ap¬ 
parel, accessories, specialty retailing and other. 
Net earnings were $135.8 million, a gain of 16.1 
percent, as compared with the prior year. Net earn¬ 
ings include specialty chemical operating results 
and the gain on sale (see Note 12 to Consolidated 
Financial Statements). 


Fiscal Year 1977 


Sales From Continuing Operations. Sales in¬ 
creased 9.8 percent. Gains over fiscal 1976 were 
attained by each major business segment: 6.2 per¬ 
cent for food processing, 33.3 percent for restau¬ 
rant activities, 16.0 percent for crafts, games and 
toys and 8.6 percent for apparel, accessories, spe¬ 
cialty retailing and other. Inflation played only a 
small role; more than three-quarters of the gain 
resulted from volume increases. Fiscal 1977 was 
52 weeks in duration, one week less than 53-week 
fiscal 1976. 

Costs and Expenses From Continuing Operations. 

Costs and expenses increased $225.4 million, or 
9.6 percent over the prior year. This largely re¬ 
flects the net effect of growth in volume of products 
and services with attendant increases in raw ma¬ 
terials and other direct expenses, partially offset 
by lower average purchase prices for a number of 
key commodities such as wheat and sugar. Sub¬ 
stantial increases in sales promotional expendi¬ 
tures, including a $34.1 million rise in media costs, 
was a key factor in the overall increase of $98.2 
million, or 14.5 percent, in selling, general and ad¬ 


ministrative expenses. Contributions to employees’ 
retirement funds increased $2.8 million, or 15.7 
percent. 

Analysis of Earnings. Earnings from continuing 
operations grew 14.1 percent to $111.4 million. 
Results of both fiscal years 1977 and 1976 reflect 
approximately $5.5 million in charges of note. In 
fiscal 1977, the charges relate to devaluations of 
the Mexican peso; in fiscal 1976, General Mills 
closed and restructured certain operations and 
wrote off some goodwill. Compared with the prior 
year, total operating profits from continuing oper¬ 
ations increased 12.6 percent with gains reported 
by each major business segment: 6.5 percent for 
food processing, 8.9 percent for restaurant activi¬ 
ties, 26.0 percent for crafts, games and toys and 
28.7 percent for apparel, accessories, specialty 
retailing and other. Net earnings, which include 
specialty chemical operating results of $5.6 million 
in fiscal 1977 (and $2.9 million in fiscal 1976), were 
$117.0 million, a gain of 16.4 percent, as compared 
with the prior year. 


Product Segment Data 
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Sales 

From Continuing Operations Fiscal Year 

by Major Product Segment (In Millions) 

1978 


1977 

1976 


1975 


1974 


Amount 

% 

Amount 

% 

Amount 

% 

Amount 

% 

Amount 

% 

Food Processing. 

.$1,861.6 

57.4 

$1,734.7 

62.3 

$1,633.6 

64.5 

$1,519.8 

68.8 

$1,344.1 

70.3 

Restaurant Activities.. 

354.9 

10.9 

240.9 

8.7 

180.7 

7.1 

113.6 

5.1 

77.8 

4.1 

Crafts, Games and Toys. 

492.3 

15.2 

403.3 

14.5 

347.6 

13.7 

302.2 

13.7 

250.7 

13.1 

Apparel, Accessories, Specialty Retailing and Other. 

534.2 

16.5 

403.9 

14.5 

371.9 

14.7 

273.3 

12.4 

239.4 

12.5 

Total Sales from Continuing Operations. 

$3,243.0 

100.0 

$2,782.8 

100.0 

$2,533.8 

100.0 

$2,208.9 

100.0 

$1,912.0 

100.0 


Earnings 


From Continuing Operations Fiscal Year 

by Major Product Segment (In Millions) 

1978 



1977 


1976 



1975 



1974 


Amount 

% 

Amount 

% 

Amount 

% 

Amount 

% 

Amount 

% 

Food Processing.$ 

169.0 

53.5 

$ 

163.2 

58.8 

$ 

153.2 

62.1 

$ 

132.5 

68.0 

$ 

126.7 

66.5 

Restaurant Activities. 

35.9 

11.4 


25.7 

9.2 


23.6 

9.6 


15.1 

7.7 


8.2 

4.3 

Crafts, Games and Toys. 

62.7 

19.9 


52.4 

18.9 


41.6 

16.9 


30.6 

15.7 


26.8 

14.0 

Apparel, Accessories, Specialty Retailing and Other. 

48.0 

15.2 


36.3 

13.1 


28.2 

11.4 


16.8 

8.6 


28.9 

15.2 

Total Operating Profits from Continuing Operations. . $ 

315.6 

100.0 

$ 

277.6 

100.0 

$ 

246.6 100.0 

$ 

195.0 

100.0 

$ 

190.6 

100.0 

Unallocated corporate expenses, exclusive of 

items shown below. 

(36.2) 



(29.0) 



(19.3) 



(15.5) 



(16.7) 


Interest expense. 

(29.3) 



(25.7) 



(28.7) 



(35.6) 



(28.1) 


Profit-sharing distribution . 

(4.9) 



(4.2) 



(3.5) 



(3.0) 



(3.8) 


Total Earnings from Continuing Operations 

Before Taxes.$ 

245.2 


$ 

218.7 


$ 

195.1 


$ 

140.9 


$ 

142.0 



Operating profits reported above indicate the operating profits shown in these tables and 
relative contributions of General Mills’ diversi- similar amounts published in preceding re- 
fied operations to total earnings. They are not ports are due principally to restatements and 
necessarily comparable to similar data from minor adjustments in the classification of cer- 
other companies since accounting practices tain items, 
may vary. Variations between the sales and 
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Ten Years 
in Review 

Before 

Restatements 
(as reported) 


(Dollar Amounts, Except Per Share, 
In Millions) 


Fiscal Year Ended 


May 28, 
1978 


May 29, 
1977 


Sales. 

.$ 

3,243.0 

2,909.4 

Earnings from continuing operations before extraordinary items 

.$ 

128.8 

111.4 

Net earnings. 

.$ 

135.8 

117.0 

Dividends — common stock. 

.$ 

48.2 

39.1 

— preference stock. 

.$ 

— 

— 

Earnings before extraordinary items and after dividends. 

Per common share and common share equivalent:* 

.$ 

87.6 

77.9 

Earnings from continuing operations before extraordinary items. 

.$ 

2.58 

2.25 

Net earnings. 

.$ 

2.72 

2.36 

Dividends per share*. 

.$ 

.97 

.79 

Common shares outstanding at year end (thousands)*. 


49,766 

49,664 

Preference shares outstanding at year end (thousands). 


— 

— 

Number of stockholders. 


29,400 

29,300 

Market price range — common stock* . 

. $3iy2-26V4 

35%-26V2 

— preference stock. 

.$ 

— 

— 

Total assets. 

.$ 

1,613 

1,447 


‘Adjusted for two-for-one split in October, 1975. 


Summary of 
Earnings/ 

(Dollar Amounts, Fiscal Year 

Except Per Share, In Millions) 

1978 

1977 

1976 

1975 

1974 

Five Years 

Sales . 

$3,243.0 

2,782.8 

2,533.8 

2,208.9 

1,912.0 

Restated* 

Interest expense. 

$ 29.3 

25.7 

28.7 

35.6 

28.1 


Income taxes.$ 

116.4 

107.3 

97.5 

68.7 

71.9 

Earnings from continuing operations.. $ 

128.8 

111.4 

97.6 

72.2 

70.1 

Net earnings.$ 

Earningsfrom continuing operations 

135.8 

117.0 

100.5 

76.2 

75.1 

per sales dollar. 

Per common share and common 

4.00 

4.00 

3.90 

3.30 

3.70 

share equivalent:** 






Earnings from continuing 






operations.$ 

2.58 

2.25 

1.98 

1.51 

1.48 

Net earnings.$ 

Taxes (income, payroll, 

2.72 

2.36 

2.04 

1.59 

1.59 

property, etc.).$ 

3.71 

3.29 

2.93 

2.27 

2.24 


*The Summary of Earnings has been restated from that presented one year ago in order to 
reflect continuing operations only. See Note 12. 

**Per share data are based on the average common shares and common share equivalents 
outstanding during each year. Data for 1974-1975 have been restated for the two-for-one 
common stock split in October, 1975. 

Data should be read in conjunction with the financial statements on pages 31-45. 
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May 30, 
1976 

May 25, 

1975 

May 26, 
1974 

May 27, 
1973 

May 28, 
1972 

May 30, 

1971 

May 31, 

1970 

May 25, 
1969 

2,645.0 

2,308.9 

2,000.1 

1,593.2 

1,316.3 

1,120.1 

1,021.7 

885.2 

97.6 

72.2 

70.1 

62.2 

49.6 

41.9 

38.7 

34.6 

100.5 

76.2 

75.1 

65.6 

45.4 

43.9 

27.1 

37.5 

32.4 

27.8 

24.4 

20.9 

19.1 

17.3 

16.4 

13.9 

— 

— 

— 

2.1 

2.3 

2.5 

2.6 

2.7 

68.1 

48.4 

50.7 

42.6 

30.8 

24.1 

21.6 

19.6 

1.98 

1.51 

1.48 

1.32 

1.11 

.94 

.89 

.85 

2.04 

1.59 

1.59 

1.40 

1.02 

.99 

.63 

.92 

.66 

.58 Vz 

.53 

.50 

.48 

.45 

.44 

.40 

49,335 

48,745 

47,130 

42,530 

40,396 

39,220 

37,904 

35,544 

— 

— 

— 

1,145 

1,250 

1,426 

1,487 

1,560 

29,200 

28,800 

28,500 

29,600 

31,000 

32,600 

32,900 

32,900 

34%-23% 

273/4-14Vs 

33V4-23V4 

333/4-24V4 

26Vs-16% 

18Vs-12% 

19%-11% 

213/4-153/4 

— 

— 

107V4-85 

113-823/4 

88-57 

61 Vz -42 

65V2-41 

71 1/2 -54 % 

1,328 

1,206 

1,117 

906 

818 

750 

666 

622 


Other Statistics (Dollars in Millions) Fiscal Yea r 1978 _ 1977 _ 1976 _ 1975 _ 1974 

Restated* Gross expenditures for plant 


and equipment . 

. . .$ 138.7 

112.3 

86.0 

86.5 

87.6 

Working capital provided from 
continuing operations. 

. . .$ 194.6 

165.1 

147.1 

117.0 

108.6 

Research expenditures. 

. ..$ 30.5 

25.8 

21.6 

18.9 

18.0 

Advertising media expenditures .. 

. . .$ 170.5 

145.3 

111.2 

70.3 

71.2 

Depreciation and amortization ... 

. ..$ 58.6 

44.0 

43.4 

39.2 

33.9 

Wages, salaries and employee benefits$ 622.0 

517.7 

455.4 

382.4 

334.1 

Taxes (non-income). 

. . . $ 68.6 

55.9 

47.1 

40.1 

34.1 

Repairs and maintenance. 

... $ 62.3 

54.2 

50.7 

42.0 

36.6 

Number of employees. 

. . . 66,574 

60,026 

50,125 

46,431 

44,903 


'Statistics have been restated from those presented one year ago in order to reflect continuing 
operations only. See Note 12. 


In the opinion of management, the Financial Statements in this Annual Report to the Stock¬ 
holders include all significant financial statement data included in the Annual Report filed with 
the Securities and Exchange Commission on Form 10-K. Shareholders may request a free 
copy of the Form 10-K report by writing to the Secretary, General Mills, Inc., P.O. Box 1113, 
Minneapolis, MN 55440. 
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Operating Executives 

of General Mills and Principal Subsidiaries 


Consumer Foods 


Domestic 


Europe 


Canada 


Latin America 


Far East 


F. Caleb Blodgett, Executive Vice President 
Walter R. Barry, Jr., Group Vice President 
James G. Fifield, Group Vice President 

Thomas P. Nelson, Vice President — Control and Administration 
Arthur R. Schulze, Group Vice President 
Preston Townley, Group Vice President 

Mercedes A. Bates, Vice President, Director, Betty Crocker Food and Nutrition Center 
Jason C. Becker, Vice President, General Manager, Northstar Division 
Edward K. Bixby, Vice President, General Manager, Package Foods Operations Division 
Ray E. Brunswig, President, Pioneer Products, Inc. 

Ivy Celender, Vice President, Director of Nutrition 

Ross N. Clouston, Vice President; President, The Gorton Division 

James P. DeLapa, President and Chief Executive Officer, Saluto Foods Corp. 

James J. Feeney, Vice President, General Manager, Sperry Division 

Charles W. Gaillard, Vice President, General Manager, Golden Valley Division 

Robert W. Hatch, Vice President, General Manager, Big “G” Division 

Donald L. Knutzen, Vice President, General Manager, Betty Crocker Division 

Thomas J. Lee, Vice President, General Manager, Procurement Division 

Howard L. Ross, Vice President, General Manager, Grocery Products Sales Division 

Steven M. Rothschild, President, Yoplait USA, Inc. 

Patrick J. Smithwick, Vice President, Director of Trade Policy and Customer Relations 
Fletcher C. Waller, Jr., Vice President, Director of Marketing Services 

Lionel Cosse, Vice President and Regional Director; President and Managing Director, 
Biscuiterie Nantaise-BN, S.A.* (France) 

Caspar B. M. de Jong, Vice President and Regional Director; Managing Director, 

Smiths Food Group B.V. (Holland) 

Armand Vos, General Manager, Smiths Food Group S.A. (Belgium) 

J. Wolfgang Zach, Joint Managing Director, Feldbacher Backwarenfabrik 
Dr. Josef Zach GmbH* (Austria) 

Jack A. Liquorish, Vice President and Regional Director; Chairman, Smiths Food Group; 

Managing Director, Smiths Division (U.K.) 

Ken Morgan, Managing Director, Snakpak Food Products Division (U.K.) 

Eric Smith, Managing Director, Tudor Food Products Division (U.K.) 

John D. Herrick, Vice President; Chairman, General Mills Canada, Ltd.; General Manager, 
Grocery Products and Lancia Bravo Divisions 
Bruce O’N Hyland, General Manager, Blue Water Seafoods Division — A Gorton Affiliate 

Maurice M. Benidt, Vice President, Director of Latin American and Export Operations 
Moises Benjamin, General Manager, Grandes Molinos de Venezuela, S.A.* 

Paul J. Curran, Vice President, Assistant Director of Latin American and Export Operations 
Arthur P. Fischer, General Manager, Industria Harinera Guatemalteca, S.A., and 
Industria del Maiz, S.A.* (Guatemala) 

Donald Halman, General Manager, General Mills de Panama, S.A.* 

Paul Kaufmann, General Manager, General Mills de Venezuela, S.A. 

Gustavo Martinez, General Manager, Productos de Trigo, S.A.* (Mexico) 

Alfredo Montealegre, General Manager, Industrias Gem-lna, S.A.* (Nicaragua) 

Motoshige Kobayashi, Representative Director, President, General Mills Japan, Ltd.; 

Executive Vice President, Morinaga General Mills, Limited* (Japan) 

Heizo Kunishima, President, Morinaga General Mills, Limited* (Japan) 


Partially Owned 


Operating Executives 

of General Mills and Principal Subsidiaries 
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Specialty Foods 

J. Wilbur Feighner, Executive Vice President; Chairman of Board, President, 

Tom’s Foods Ltd. 

Stewart F. Lyman, Vice President; President, The Donruss Co. 

Michael L. Tracy, Vice President; President, GoodMark Foods, Inc. 

Restaurants, 
Furniture and 
O-Cel-O 

Eugene E. Woolley, Executive Vice President 

Richard C. Edgley, Vice President, Group Controller, Restaurants, Furniture and O-Cel-O 
(also Specialty Retailing) 

Restaurant 

Activities 

William B. Darden, Vice President; Chairman, Red Lobster Inns of America, Inc. 

Joe R. Lee, Vice President; President and Chief Executive Officer, Red Lobster Inns of 
America, Inc. 

Elliott S. Grayson, President, York Steak House Systems, Inc. 

William A. Lantz, President, E. H. Thompson Company 

Furniture 

Fred J. Batson, Jr., President, Kittinger 

Michael V. Parrott, President, Dunbar 

John F. Pastrone, President, Pennsylvania House 

O-Cel-O 

Joseph W. Grieco, Director of Operations, O-Cel-O 

Crafts, Games, 

Toys, Apparel, 
Accessories, 
Specialty Retailing 
and Travel 

Robert K. Swanson, Executive Vice President 

Bernard Loomis, Group Vice President, Crafts, Games and Toys 

James H. Ruben, Group Vice President, Specialty Retailing 

Richard L. Freundlich, Vice President; President, General Mills Apparel Corporation 
Norman Gatof, Vice President; President, Monet Jewelers, Inc. 

George B. Stephan, Vice President —Control and Administration 

Crafts, Games 
and Toys 

Domestic 

Randolph P. Barton, Vice President; President, Parker Brothers 

James T. Boosales, President, Fundimensions 

Robert R. Carnaroli, General Manager, H. E. Harris & Company, Inc. 

William D. Hawfield, Jr., General Manager, Bowers & Ruddy Galleries, Inc.* 

Wesley P. Mann, Jr., General Manager, Collectible Companies 

Joe Mendelsohn III, Vice President; President, Kenner Products 

International 

Boyd W. Browne, Vice President, Manager, International Operations 

Europe 

Werner Balzer, General Manager, General Mills, Inc., German Branch (West Germany) 
Jacques Gobiet, General Manager, Deska S.A. (Belgium) 

Michel Habourdin, Vice President; President, French Group 

Christiaan Lauffer, Sr., President, Clipper Games and Toys B.V. (Holland) 

Robert B. Simpson, Vice President; Chairman, General Mills U.K. Toy Group 

Canada and 

Mexico 

John P. Eckert, Vice President; President, Lili-Ledy, S.A. de C.V. (Mexico) 

Arnold B. Irwin, President, Kenner Products (Canada) Limited* 

Benjamin Samuels, President, Regal Toy Limited (Canada) 

A. Thomas Vernon, Vice President; President, General Mills Canada Ltd., General Manager, 
Parker Division 

Australia/ 

New Zealand 

Kenneth F. Chapman, Managing Director, Toltoys Proprietary (Australia) Limited 

Frank A. Pearce, Managing Director, Toltoys (New Zealand) Limited 


Partially Owned 
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Operating Executives 

of General Mills and Principal Subsidiaries 


General Mills 

Apparel 

Corporation 


Jon E. DeLuca, President, Ship ’n Shore, Inc. 

John B. Holmes, Vice President; President, David Crystal 
Robert J. Hoy, President, Lord Jeff Knitting Co., Inc.* 
Richard C. Conrad, President, Kimberly Knitwear Inc. 
Ernie Sabayrac, President, Ernie Sabayrac, Inc. 

Gabor Stein, President, Empire Textile Corp.* 

Richard N. Tarlow, President, Foot-Joy, Inc.* 


Specialty Retailing James J. Casey, President, Eddie Bauer, Inc. 

William A. DeJonge, President and General Manager, The Talbots, Inc. 

Albert Hoffman, Vice Chairman and Chief Operating Officer, Wallpapers To Go, Inc. 
Kenneth Hoffman, President, Wallpapers To Go, Inc. 

Larry P. Kunz, President, LeeWards Creative Crafts 

Rudolf L. Talbot, Vice Chairman of the Board, The Talbots, Inc. 


Travel Ernest F. Naylor, President, Intraworld Incentives, Inc.* 

W. Scott Supernaw, President, Olson-Travelworld Organization 

•Partially Owned 


Staff Officers 

Dean Belbas, Vice President, Director of Financial Communications 
Ted C. Betker, Vice President, Assistant to Chief Financial Officer 
Harold W. Bock, Vice President, Director of Corporate Analysis 
James L. Craig, M.D., Vice President, Corporate Medical Director 
Donald M. Friborg, Vice President, Director of Industrial Relations 
John L. Frost, Vice President, Director of Personnel 
J. William Haun, Vice President for Engineering Policy 

William R. Humphrey, Jr., Vice President, Executive Director of the General Mills Foundation 
Cyrus E. Johnson, Vice President, Director of Social Action and Community Relations 
Verne C. Johnson, Vice President, Director of Corporate Planning 
David E. Kelby, Vice President, Director of Corporate Growth 

Guy W. LaLone, Jr., Vice President, Group Director, Engineering and Administrative Services 
Daniel G. McPherson, Vice President, Director of Quality Control, Food Safety and 
Nutrition Compliance 

James R. Pratt, Vice President, Director of Taxes 

William K. Smith, Vice President, Director of Transportation 

Austin P. Sullivan, Vice President, Corporate Director of Governmental Relations 

Stanley V. Tabor, Vice President, Corporate Real Estate 

James L. Weaver, Vice President and Treasurer 
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General Mills 

Executive Offices • 9200 Wayzata Boulevard • Minneapolis, Minnesota 

Mailing Address: P.O. Box 1113, Minneapolis, Minnesota 55440 • Telephone: (612) 540-2311 


Transfer Agencies 

Common Stock: 

Citibank, N.A., 111 Wall Street, New York, N.Y. 10015 
Office of the Company, P.O. Box 1113, Minneapolis, MN 55440 

Registrars 

Common Stock: 

Citibank, N.A., 111 Wall Street, New York, N.Y. 10015 

Northwestern National Bank of Minneapolis, Seventh and Marquette, Minneapolis, MN 55480 

Agent, Dividend Reinvestment Plan: 

First National Bank of Minneapolis 
P.O. Box A700 
Minneapolis, MN 55480 

Stock Exchange Symbol: GIS 

Markets 

New York Stock Exchange 
Midwest Stock Exchange 
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